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One Year Only 


M& GAITSKELL deserves all the personal praise he has received 
this week. His first Budget meets the immediate needs of 
1951 as sensibly and, on the whole, as fairly as could have been 
expected. Never was a Chancellor less of a free agent. He has 
succeeded to the inheritance of overtaxation and overspending left 
by his predecessors. He has to make room in a fully stretched 
economy for a defence programme short only of war itself. And 
he is the Chancellor of a Government elected by a narrow majority 
and holding to office when popular opinion has moved decisively 
against it. It is greatly to his credit that in these circumstances his 
Budget exhibits so much good sense and courage, and so little con- 
cession to those of his own party who, in their bewilderment at the 
nature of the contemporary world, cling like limpets to the defensive 
principle that anything the Government has once done must at all 
costs be maintained for ever. 


With the Government imprisoned by weakness and inhibitions, 
the Budget is inevitably one of marginal adjustments. Mr Gaitskell 
has at least tried to ensure that the adjustments will, in their total 


. effect, be adequate for this year even though he has thereby taken some 


calculated political risks. Within its political limitations, the Budget 
is tough. The Chancellor has insisted that rising prices must be 
allowed to do their work of restricting popular consumption without 
the cushion of bigger subsidies. He has confined reliefs to those on 
whom the rising cost of living will inflict the severest hardships: the 
limited increases in pensions and children’s allowances represent an 
efficient act of social policy, achieving a necessary result at moderate 
cost. The part-charges for spectacles and false teeth are also a 
sensible way of putting some check on the extravagances of the health 
service. There ought to be—indeed, before long there will have 
to be—a sharper check: but it required courage for Mr Gaitskell to 
stand up to Mr Bevan at all, and he has won the first round. 


By these means the Chancellor has limited the increase in expen- 
diture on the social services to £50 million in spite of the rise in 
prices. Even so, Government expenditure as a whole, on revenue 
and capital account, will rise by £973 million. The Budget rests 
on the assumption that this prodigious increase will exert no new 
inflationary pressure on the economy provided that £138 million 
—one seventh of the total—is matched by new taxation. Apart from 
the higher yield of existing taxes, the rest of the gap can be filled, to 
put the matter in a much over-simplified way, by almost eliminating last 
year’s surplus, on the conventional Budget reckoning, of £720 million. 

.°To the unsophisticated, this sharp turn from the budgetary practice 
of the past three years must be startling, but Mr Gaitskell was able 
to a perfectly reasonable case for it. The underlying assump- 
tions's “indeed, optimistic. It is doubtful whether industrial invest- 
ment will fall or that private savings will rise to the extent that the 
Chancellor assumes. “Equally, his assumptions about the pace of wage 
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increases, though not explicitly stated, appear to be 
optimistic. There are far too many uncertainties in 
these calculations of modern budget technique for any- 
one to say categorically that the Chancellor is doing too 
much or too little. He spoke gravely enough about the 
possibility and consequences of a runaway inflation, and 
it is not easy to reconcile these sombre words with the 
relatively small measures he proposes to combat the 
danger. His estimate of the inflationary gap 1s probably 
about as small as could honestly be made. But honest 
it undoubtedly is ; there is, for the present, no alternative 
but to be thankful for that and hope for the best. 


* 


If £138 million of new revenue is accepted as a 
reasonable measure of this year’s need, most of the 
methods by which Mr Gaitskell proposes to raise it are 
as unobjectionable as could be found. The tax changes 
are discussed in more detail in an article on page 872. 
In general, the increases in indirect taxation fall at the 
obvious and expected places—through the petrol duty 
and a limited range of purchase taxes—and should 
help to squeeze consumption without raising the cost 
of living so directly as to provoke additional wage de- 
mands. The sixpence on income tax will not in itself 
weaken incentives much more than they are already 
weakened. The sparing of incomes in the lower-middle 
range is an inevitable corollary of the political situation 
and of the burden that the smaller salary-earner will in 
any case have to carry through higher prices. Admittedly, 
the increased rate will prompt persons with middle and 
higher incomes who have hitherto been able to save little 
to save less in future. But at any rate the Chancellor 
has resisted political pressure from behind him for 
punitive taxes on capital or income that would strike at 
“the rich” without contributing anything at all to the 
transfer of real resources to rearmament. 


The one concession that Mr Gaitskell has made to 
the cruder sentiments of his own party is the increase 
in the tax on distributed profits. This will produce 
little revenue in this year ; its menace lies further off. 
If fewer companies increase their dividends no one will 
shed tears for the man who has provided the risk capital. 
In income and profits tax together the state will now 
absorb up to two-thirds of his return. On such terms, 
little new money is likely to be put into the expansion 
of businesses whose future is at all uncertain. The 
recipe is simple: first provide an inflation ; secondly, 
make it impossible for industry to maintain its capital 
by taking part of it away; thirdly, make sure that the 
excess of paper profits is skimmed off for the sacred 
purposes of the Government’s own needs. It spells the 
end of innovation and industrial expansion. 


The increase in profits tax might be defended as an 
expedient for one year. Plainly it is not intended to 
be anything of the kind. In combination with the 
removal of the initial depreciation allowances from next 
April, it may indicate the pattern by which, if the Labour 
Government survives so long, the expanding needs of 
defence could be met in 1952 and 1953—not from 
consumption in those years but at the expense of the 
capital formation on which the future safety and pros- 
perity of the British people depend. 

It may be unfair to suggest that Mr Gaitskell has 
any such deliberate policy in mind. But there is nothing 
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in his Budget to suggest that he has any other steps in 
mind. He has taken this year’s burdens as they stand - 
the far greater strains of the next two years found no 
mention in his speech. Can this have been unconscioys? 
By his tax changes he acknowledges that personal taxes 
have reached the limit. It is true that cuts in expenditure 
also cannot be made without hurting people ; but they 
hurt just as much if they are brought about by inflation 
If Mr Gaitskell had any ambitions to make his firs 
Budget memorable and constructive, they have not been 
satisfied. He has altogether ignored what the historian 
will see as the essential task facing a British Chancellor 
in the early nineteen fifties. That task is to reshape 
the whole pattern of state financing in order to meet 
needs that have grown so much in size as to become 
quite different in kind from anything previously 
attempted as a peacetime permanency. 


% 


Politically, there is virtual unanimity about ends, as 
distinct from means. The aim of both political parties 
is to maintain the main structure of the welfare measures 
—and the social revolution—of the past ten years, but 
to add to them the greatest practicable degree of defen- 
sive armament. This cannot be done simply by adding 
bits and pieces to the existing fiscal structure. The 
taxes that did little harm in moderation are unlikely to 
be those that can now efficiently draw off from private 
use all the resources required or controlled by the state. 


_ The tests of efficiency have been made plain enough 
in the postwar years. They are that the state should 
acquire its resources without provoking continuous 
inflation and without gradually sapping the inventive- 
ness, flexibility and risk-bearing on which economic 
progress depends. The welfare economy had already 
made these dangers far too great. Two years ago the 
Labour party tried to meet them by the policy of “ con- 
solidation ”—of taking the social services, for the time 
being, no further. It was just possible to hope that this 
might work, that the natural increase in production 
might provide enough room for economic manoeuvre, 
enabling the costs of welfare to be absorbed with a 
gradual reduction in the weight of taxation. This possi- 
bility was never strong: rearmament has entirely 
destroyed it. A new approach to the whole problem of 
government finance is now urgently necessary. 


_ Few men could have pursued the old approach as 
intelligently and honestly as Mr Gaitskell has done. That 
he has been forced into further resort to obviously damag- 
ing expedients is surely final proof that on such terms 
the problem is insoluble. No marginal adjustments 
could produce a significantly better Budget. What 1s 
required is an absolute determination to shift the burdens 
away from the points at which they press most heavily 
on enterprise and on savings. The obvious first step 
still remains: to shift some of the cost on to consumers 
whose food and rents are subsidised. That is not the 
complete answer. A radical reshaping of British public 
finances will be beyond the compass of any single 
Budget ; but it was imperative, granted the greater tasks 
both in defence and in exports that are in prospect for 
1952, to nite = Dagees Oe year. If the way was 
barred for Mr week, that is merely to say 
again that new Ministers and methods are urgently 
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~ After MacArthur 


ANY who feel relief at General MacArthur’s dis- 
missal can feel no pleasure at the manner of his 
going. It does no credit to a personality of great quali- 
ties. That he should have preferred persistent disobedi- 
ence to resignation is a measure of the self-confidence of 
the man and the extent to which five years of supreme 
power in Japan had made him lose contact with the world 
beyond the North Pacific. The verdict will undoubtedly 
be that these were faults intolerable in a general operating 
under the orders of a democratic government and as the 
representative of an international body ; but they were 
also the virtues of a great fighting commander, which 
stood the free world in good stead through the desperate 
rearguard action of last summer and autumn. MacArthur 
the soldier may have been deplorably wrong in Northern 
Korea, but he was brilliantly right at Inchon. MacArthur 
the statesman misjudged Chinese intentions in October, 
but it is not yet certain that he was wrong in believing 
that Korea is the test case for the free world’s ability to 
deter aggression in future by defeating and punishing the 
aggressor now. His last claim was that-he could achieve 
complete victory if he were given the means and the 
authority to open a second front in China; but his 
instructions were to fight a war of limited liability. 
Because the Communists feared he might be right they 
called him a warmonger ; because most Europeans and 
many Americans feared he might be wrong they called 
him dangerous and irresponsible. Out of all this arose 
intolerable confusion, bitterness and delay. 


Because the story of MacArthur in Korea has been 
shaped not only by the faults of the man but also by the 
pattern of American politics, it behoves the world outside 
to observe restraint in its comment. Only President 
Truman could remove the Supreme Commander, and it 
was the direct challenge of the soldier to the civil 
authority that ended the story in Asia ; it will doubtless 
continue in the United States for reasons discussed else- 
where in this issue. To pretend that foreign criticism 
of the General, some of it unfair and inaccurate in detail, 
was mainly responsible for his removal is to play the 
game of those Americans who oppose their Government’s 
interest in Europe and will go to any lengths to discredit 
the President and his Secretary of State. Restraint is 
specially needed in this country. The charge that 
MacArthur is the victim of British agitation and the 
Government’s policy fowards China is already being 
made in the United States ; that it should be substan- 
tiated by any gloating over the General’s discomfiture 
and the President’s difficulties will be intolerable to any- 
one who values Anglo-American relations. His offence 
was against American authority, and its punishment is 
for the Americans to decide. 


None the less, MacArthur had become an international 
figure, a symbol of many fears and the whipping boy 
for many grievances. What precisely was his offence in 
the eyes of the world and—let it be admitted—among 
many Americans ? First, perhaps, was the fact that he 
inspired fear among friends. He had a manner of speech 
and an air which frightened Europeans, who have had 
their full measure of strong and headstrong men in the 
last twenty years. He became a symbol of the American 
self-confidence, impatience for results and enjoyment 
of power which reveal themselves more conspicuously 


outside than inside the United States. He seemed to 
represent the opposite of everything that is associated 
with the wise and revered figure of General Eisenhower ; 
and the impression was based entirely on his own state- 
ments, and on the Tokyo legend, reinforced by massive 
Communist and non-Communist propaganda. Secondly 
he had a way of shattering complacency by reminding 
people that collective resistance to aggression in the cold 
war is quite simply war—war that has to be won lest 
other wars follow. As Americans, British, French and 
others slowly braced themselves to send a few more 
troops to Europe, to move to a semi-war or one-third-war 
footing, MacArthur was saying that the battle had 
already begun, that Asia was no side-show, that it needed 
more men, aircraft and guns. Third, there is a natural 
and healthy distrust of generals who appear to be running 
ahead of Ministers and courting the gravest risks of 
spreading conflict. This distrust was reinforced by a 
wish to think that there was no real quarrel with the 
Chinese, that they would not have intervened in Korea 
if the parallel had not been crossed, and that the Ameri- 
cans were wrecking—out of pique over the defeat of 
Chiang Kai-shek—the British policy of conciliating 
Peking. 

Indeed, it has to be said quite frankly that in many 
countries—certainly in Britain—General MacArthur had 
become the focus of anti-American feeling, which in turn 
has sprung from resentment at Washington’s predomi- 
nance, from a surfeit of world politics and above all from 
the arguments and reports of certain sections of the press. 
If the contribution of the Chinese to the deadlock in 
Korea and to the general anxiety about Asia has been 
underrated, it is because many governments otherwise 
friendly to the United States have presented to their 
peoples a picture of events in the Far East far different 
from that which Americans see behind the casualty lists. . 
For example, the recent confusion and excitement over 
the question of re-crossing the parallel in Korea arose 
from assumptions about the causes of Chinese interven- 
tion which are, to say the least, partisan. 


* 


Because there has been this sudden and drastic change 
in Korea it does not follow that all the results will be 
good or welcome. The new Supreme Commander, © 
General Ridgway, has won not only respect but devotion 
among his international forces ; but he lacks political 
experience. When he has spoken about his job he 
has talked sense. He can be trusted to carry out his 
orders; but his task will be no easier than was 
MacArthur’s if those orders do not come to him firmly 
and quickly. And for that to happen the governments 
responsible must think and act more realistically than 
they have in the past. The change of commander is, 
among other things, a sign that the first experiment in 
collective action by Uno has not worked well. If it is 
to work better there will have to be a collective will and 
point of view. First thoughts might suggest that all this 
will now be easier ; but second thoughts suggest caution. 
So far as Anglo-American relations are concerned, the 
departure of MacArthur removes the lightning con- 
ductor ; if Washington and London disagree, there is 
now no popular scapegoat. The meeting of divergent 
views will be direct ; and if there is not to be conflict 
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there will have to be give and take on both sides. Both 
Mr Acheson and Mr Morrison will have to start 
educating public opinion in those facts and views about 
the prospects in Asia on which their governments can 
agree ; and that will not be easy for either of them, 
although it should now be less difficult for both than it 
has been. Mr Morrison said a fortnight ago that this 
was the psychological moment for ending the fighting 
in Korea. At the time the reasons for this statement 
were not evident, but President Truman’s courageous 
action may have created a new opportunity. Whether 
it lasts depends greatly on what is said outside the 
United States, and on how American opinion reacts. 


This is not to say that no share of responsibility for 
using and prolonging this new situation rests on the 
Chinese. Much depends on whether the Asian Com- 
munists interpret the dismissal of MacArthur as a gesture 
of appeasement—which it certainly is not. Let it be 
hoped that their understanding of the outside world is not 
so distorted that they do not grasp the meaning of what 
President Truman has done. They are unlikely to admit 
that the bottom has fallen out of their charge that the 
United States and their allies were preparing aggression 
against China ; although in fact their propaganda has 
suffered a reverse. They will be tempted to go on with 
the new offensive which they appear to be mounting, for 
they have committed themselves—and Stalin has 
publicly committed them—to total victory in Korea. 
They are doubtless being advised by Moscow to press 
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on, for Stalin’s advisers have a genius for advocatin 

action which closes the free world’s ranks. In short i 
rests with Peking to show whether MacArthur was right 
or wrong in his estimate of Chinese aims. The United 
Nations will shortly restate its aims ; Mr Morrison on 
Wednesday stated British poliey in terms which, jf 
optimistic, are in principle unexceptionable, and Presj- 
dent Truman’s explanation of his reasons for dismissing 
General MacArthur at least makes clear what American 
policy is not. The road to negotiations for a cease-fire 
is open if the Chinese wish to take it. 


The problem remains of how each side can save face. 
Communism has to save face before the eyes of Asia ; 
the United Nations has to save face before the eyes of 
the world. The Chinese have demanded total success ; 
the United Nations have demanded only limited success, 
Communist actions remain under the control of a hand- 
ful of men responsible to no one ; the actions of the 
Uno Supreme Commander have been firmly restored to 
the control of freely elected governments and public 
opinion whose desire for peace is clear and strong. It is 
within those limits that the Korean problem must be 
solved ; and the condition of solving it is that American 
and British statesmen should make a supreme effort to 
align their policies and their peoples. Otherwise the 
policy of attaining a free, united and independent Korea 
—restated by Mr Morrison on Wednesday—will be 
impossible, and the spectre of General MacArthur will 
haunt Washington and London. 


The British Colonial Army 


N the House of Commons four weeks ago a 
private member’s motion, urging the government to 
investigate the possibilities of raising bigger forces in 
the colonies, was passed by a majority of 182. During 
the course of the debate Mr Strachey, the Secretary of 
State for War, put the present strength of British colonial 
troops at 60,000 men—a decline of one-third from the 
90,000 of two or three years ago, but half as large again 
as in 1939. At the same time he claimed that the govern- 
ment is now reversing its policy of retrenchment and is 
already beginning a careful development of imperial 
forces in all parts of the Commonwealth. Mr Strachey’s 
caution, however, by no means met the mood of the 
House. There was, and is in many quarters, a strong 
feeling that Britain is not making the best possible use 
of the manpower available—and much of it ready to 
serve—in the colonial empire. It is felt particularly that 
colonial troops could and should be used to offset the 
decline in strength created by the removal of the Indian 
Army to independent command. The question, indeed, 
is important and likely to become more so as the necessity 
to build up the forces of the free world becomes more 
acute and the resources of British manpower become 
more strained. What are the facts about it ? How effec- 
tive have colonial troops been in the past ? What ought 


now to be done to increase their strength and their use- 
fulness ? 


In these discussions, what is really in mind is the 
possibility of raising a large expeditionary force from 
rica. Of a total of nearly 500,000 colonial citizens 
enlisted in the last war, 350,000 were Africans. Africa 
is by far the biggest reservoir of manpower in the colonial 
empire—the next is the West Indies. It is, therefore, 


the decision about policy in Africa which is crucial. And 
here it must be said at once that, while many Africans 
make good soldiers, there are many obstacles in the way 
of recruiting them in large numbers. At present, the 
Royal West African Frontier Force (RWAFF) is on a 
peacetime establishment of nine battalions—five of the 
Nigeria Regiment, three of the Gold Coast Regiment, 
and one of the Sierra Leone and Gambia Regiment— 
with two batteries of light artillery, a few armoured cars, 
and a very small administrative and technical “tail.” 
The King’s African Rifles (KAR) in East Africa has 
seven battalions—two each for Kenya, Uganda and 
Nyasaland, and one for Tanganyika. In addition there 
is a Northern Rhodesia Regiment of one battalion— 
making eight under East Africa Command, together with 
a few ancillary units. These are not forces which could 
at present produce more than a trickle of manpower for 
service outside their own territories—where they are 
employed, often below strength, on essential internal 
security duties. 


Africans fought in both world wars. The difference 
between the two was that in the first war none fought 
outside their own continent, while in the second they 
did, most notably in Burma—where some of the Nige- 
rians even served with Major-General Wingate’s 
Chindits. In the last war African troops, all of them 
volunteers, took part in the campaigns in Somaliland, 
Abyssinia and Madagascar, and then in 1943 provided 
three divisions—the 81st and 82nd West African and 
the 11th East African with two extra brigades—for 
Burma. A fourth, the 12th East African Division, was 
retained at home, while Africans were also extensively 
employed for lines of communication and pioneer duties 
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in the Middle East. This made a total equivalent to over 
five divisions. 

What could be expected of African troops in the 
future ? The African is a good soldier and he has stood 
up in battle both to Germans—in Togoland, the 
Cameroons, and Tanganyika during the first war—and to 
the Japanese. It would be wrong, however, to expect 
African troops to be up to the standard of the best 
Indian or British units. Given the training, they can 
handle all the normal equipment of an infantry division, 
except armour, at least without a white man in every 
tank, But their education is too limited for them to be 
able to handle armour. By and large, it is education—the 
ability to think out and execute tactics, or to obey tech- 
nical commands under fire—and not character or courage 
that is the limiting factor. Indeed, a necessary assump- 
tion throughout is that, as in the last war, at least eight 
per cent of the officers and NCOs of any African force 
must be European ; it is also preferable to have a white 
battalion in each brigade. Another qualification is that 
training takes time ; the first African division to arrive 
in Burma took three and a quarter years to create, and 
then had to find its feet. With the experience now gained 
this period might at best be cut down to a minimum of 
two years, but even this would partly depend on obtain- 
ing European instructors of the highest quality. 


It must be remembered that almost all African recruits 
are entirely illiterate, speak a variety of languages and 
have no martial tradition ; the French Senegalese now 
fighting in Indo-China are one of the few warrior races 
in the continent, the Ghurkas of Africa. The language 
problem alone is serious. In the last war it was decided 
that the only way out was to teach all African soldiers 
English, but this is not easy and in itself consumes time. 
It was also found that, while the man from a fixed agri- 
cultural community, the man who digs, makes a good 
soldier, the nomad is less successful, the East African 
Somali being the worst of the lot. The chief bottle- 
neck in any proposed expansion would be the African 
non-commissioned officers; at first the senior NCOs 
would again have to be white. As regards officers, two 
Africans received King’s commissions during the war, 
and two have lately been sent to Sandhurst. Although 
it is highly desirable to speed up this process—as is now 
being done—to attempt too much is in the long run to 
sacrifice lives unnecessarily in war; all but the most 
nationalistic of African propagandists had this brought 
home to them by the Burma campaign. 


At the moment the training of an appreciably larger 
number of Africans would overtax the already inade- 
quate resources of the British lar army. The short- 
age of good junior officers and NCOs is one of the 
most serious limiting factors in the creation of new forma- 
tions at home. As things are, many British officers and 
NCOs serving with African forces are unsuitable, either 
from temperament or because, in the merry-go-round of 
current postings, they do not stay long enough to gain the 
special experience needed to be any good. If it is intended 
to replace the Indian Army with Africans, three com- 
parisons with the former Indian Army are helpful. First, 
the old Indian Army was an entity of its own, to which 
British officers were commissioned direct, and to which 


British and Indian officers could devote a lifetime of 


should not be forgotten that behind 


service. Secondly, it | en thai 
a first-class fighting machine 


the production of 


4th Indian Division at El Alamein lay no less than two 
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centuries of military tradition in the service of the British. 
Thirdly, the old India had 400 million people to recruit 
from instead of only 45 million. 


The War Office has recently taken over from the 
Colonial Office full responsibility for raising and adminis- 
tering colonial troops. This does not mean, however, 
that the Colonial Office either can or will abandon its 
interest in the matter. Indeed, the colonial governments 
must continue to be consulted at many stages. There 
have, for instance, already been outcries from African 
nationalist leaders at suggestions in the House of Com- 
mons that African troops should be sent to Malaya. It 
would be quite wrong and inconsistent with the trends 
of British colonial policy to attempt to treat Africans as 
pawns ; whatever is done must benefit the colonies them- 
selves as well as the rest of the Commonwealth. And if 
bigger forces are to be recruited, African leaders must 
be persuaded that this is in their own interest in the 
world of today. The task may not be as difficult as it 
sounds. Although the taint of imperialism may offer a 
handle to those who are already hostile agitators, there 
are many among the natural leaders of the African com- 
munities who understand and value the British connec- 
tion as they did in the war. They actively want their 
young men to serve the Crown—though whether this 
should include overseas service in peacetime is another 
matter. One of the main limiting factors to a bigger re- 
Cruiting drive, on the other hand, is economic. There is 
little slack in the economy as a whole and in many places 
in Africa there is an actual shortage of labour ; moreover, 
the tendency is to move from agriculture to industry, and 
it is the man from the land who provides most of the 
military manpower. What is, perhaps, worth considering 
is whether an African Army should not be created, on 
the analogy of the Indian Army, in which both Africans 
and British could find a career, as they do in the colonial 
service. 


* 


The immediate need is for the Chiefs of Staff to state 
their requirements ; until they do it would be wrong for 
the civil power to countenance indiscriminate, hypo- 
thetical recruiting. These requirements might run to a 
front-line strength of two divisions in the first instance, 
hardly more. The five divisions raised in the last war 
almost certainly represented too high a figure, both from 
the point of view of economic and social: stability at 
home, and because the rate of expansion was too rapid 
to maintain the necessary military standard. A great 
deal must naturally depend on the role which African 
forces can be expected to play. For the purposes of the 
present cold war, so far as they can be foreseen over 
the next few years, it would seem that Africans might 
best be used in two ways. One would be as small, mobile, 
highly trained forces for service, if required, in the 
tropical territories of the Far East—Africans cannot ever 
be expected to serve in the temperate zone. The other 
would be to relieve British troops on garrison duties, 
for instance, in the Middle East ; it is doubtful how far 
this could be carried, but in nature it would be a repeti- 
tion of the invaluable service performed on lines of com- 
munication in the last war. Beyond this, it is not at 
present realistic to go. And while every effort should 
Srauaieaien aureadnt dade con me, modest 
programme as soon as possi ere can be no question 
of calling the colonies in to redress the full balance of 





NOTES 


Bevan and MacArthur 


No Budget since the war has caused so little reaction 
at Westminster, favourable or unfavourable, as has Mr 
Gaitskell’s first effort. Trapped between the twin walls of 
rearmament and the welfare state, the Chancellor would 
have found little room for spectacular manceuvre even had his 
personality or his policy run towards such action. Mr 
Gaitskell’s clear exposition could not dispel a certain flat- 
ness about the occasion, despite the observance of all the 
due ritual of Gladstone’s dispatch box, the glass of rum and 
range sipped halfway through the speech, and even the 
half-dozen top hats worn somewhat self-consciously by 
Opposition backbenchers. There was little of the tension 
of other years when members sat on the edge of their seats 
alert for some Daltonian wiliness or Crippsian hammer blow. 
Relief, rather than anger or pleasure, was the chief emotion 
when Mr Gaitskell had finished—trelief among the Labour 
Party that the burdens on consumers were not heavier, and 
among the Opposition that none of the hints of capital levies 
or capital gains taxes had materialised. 


In the lobbies that evening and in the papers the next 
morning the Budget had to compete with the news of 
Mr Bevan’s anger at the health service charges, anger which 
sent him hurrying to see Mr Attlee in hospital and which 
loosed a flood of rumours that he would carry out his threat 
to resign if a charge were put “on the health service for 
the patient.” On the next day, even the prospective fate of 
Mr Bevan faded into insignificance beside the actual fate of 
General MacArthur, and the sounds of Ministerial dispute 
were drowned in the Labour Party by sighs of thankfulness. 

* * * 


There is little doubt that the whole of the Labour Party 
and the bulk of the Opposition approve President Truman’s 
action, though for different reasons. Mr Churchill made it 
clear in his brief comments on Wednesday that his support 
was for the maintenance of the principle that the “ constitu- 
tional and civil authorities should control the actions of 
military commanders”; it in no way affected his respect 
for General MacArthur as a commander and as an individual. 
Innumerable precedents for this principle can be garnered 
from Mr Churchill’s own memoirs. Mr Churchill had also 
made plain in the last two foreign affairs debates his wish to 


avoid, so far as is consistent with honour and obligations, any 
conflict with China. 


These are also the views of many Labour members, and 
Mr Morrison was careful to pay tribute to General Mac- 
Arthur’s past services. But Labour feeling goes much further 
than this. A section of the party is frankly delighted at the 
General’s removal. He has appeared for some months to 
embody a policy of war with China and of the overthrow of 
Communist power throughout the world by war. Certain 
Labour backbenchers have tended to load on to him every 
defect, which they perceive or imagine in the American 
character, until in the mind of some he has assumed the guise 
of a Pravda caricature. The timing of the President’s action 
must, therefore, have been a relief to Mr Gaitskell, who would 
certainly have found it more difficult to justify a rearmament 
Budget to the Labour left wing, if it had appeared that the 
arms were being provided for use by generals liable to race off 
on policies of their own. The removal of General MacArthur 
also cut from under Mr Bevan’s feet any ground on which he 
might have been inclined to make a left wing stand critical 
of rearmament and of too close an alignment with the United. 
States. But on the domestic issue alone Mr Bevan’s resigna- 
tion never looked likely. 
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OF THE WEEK 


Social Service Changes 


The changes announced by Mr Gaitskell in the finances 
of the social services mark a small but significant departure 
from the principles that have governed the social security 
scheme set up since the war. The Government proposes, 
first, a break from the principle that the social services should 
be “ freely ” available to all by introducing a charge, subject 
to a needs test, in two branches of the health service. With 
the exception of children and mothers treated in local 
authority clinics, people are to pay about half the cost of al] 
denture work, and everybody, except children, will be 
required to pay half the cost of his glasses. How these 
charges are to be collected, whether through the dentist and 
optician or through the executive councils, has not yet been 
made known, but they will save about £13 million in 1951-52 
and £25 million in a full year. These savings, Mr Gaitskell 
pointed out, were allowed for in the estimates for the 
national health service, the cost of which in 1951-52 was 
originally estimated at £30 million more than in the year 
just ended. As it is, the net cost of the service to the tax- 
payer is to be kept, “for the time being,” within the limit 
of £400 million. This does not allow any increase in the 
capitation fees for general practitioners, and it is probable, 
therefore, that the charges for dentures and glasses are only 
a beginning. 

The second departure from principle is the institution of 
a higher rate of benefit for pensioners than for the sick and 
the unemployed. But the most interesting feature of the 
increase (which will bring the basic pension up to 30s. a 
week for a single person and §0s. for a married couple) 
is that it is applicable only to men of 70 and over and 
women of 65 and over. Old age will in future officially 
begin at these ages. Elderly workers in the twilight of their 
sixties can continue to draw a retirement pension at the old 
rates or, as the Government hopes, will postpone their 
retirement until they reach their old age. - To encourage 
them to do this, the increments to their pension that they 
already gain by postponement will be increased from 2s. 
to 3s. a week for each extra year they stay at work. 


Unfortunately, the Government has largely offset this 
encouragement to elderly people to postpone retirement by 
increasing from {1 to £2 a week the amount that they can 
earn without forfeiting any of their retirement pension. 
This is bound to encourage them, not to stay on in full- 
time employment—which is desirable—but to take their 
retirement pension at the minimum age—which is very 
undesirable—and to supplement it by part-time and casual 
earnings. Moreover, for administrative reasons this con- 
cession may have to be extended to the disregard of earnings 
by pensioners in receipt of national assistance, with a con- 
sequent increase in the cost of assistance. Mr Gaitskell, 
however, ignored this and, indeed, omitted all reference to 
the future of the assistance scheme. Yet if the Government 
really wished to direct relief where it is most needed, an 
increase in the national assistance scales should have taken 
precedence over higher pensions. 


* * * 


From Poll to Poll 


The Labour Party did not do quite as badly in the 
Ormskirk by-election last week as superficial comment has 
suggested. It is true that the Labour vote was 5,614 smaller 
than at the general election; even when for comparative 
purposes the 686 votes cast this time for the ILP candidate 
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are added to the Labour poll (in February, 1950, there was 
a straight fight), the decline was more than a third. The 
Conservative vote—24,190, against 28,654 at the general 
election—was cut by a much smaller proportion. But what 
else was to be expected ? On April 5th Sir Arthur Salter 
obtained 71.5 per cent of the votes cast, compared with 
Sir Ronald Cross’s 66.3 per cent in 1950. The “swing” 
of 5.2 per cent in favour of the Conservative party is appre- 
ciably less than that of 7.6 per cent—from 43.4 per cent 
of the electorate to 51 per cent—shown for the country as 
a whole by the Gallup Poll. 

It is always hard to assess the special influences on voting 
at by-elections. But in the case of a safe Conservative seat 
there is no apparent reason why the Conservatives should 
suffer more from by-election apathy than do the Labour 
champions of a hopeless cause. Moreover, at Ormskirk the 
Conservatives had in Sir Arthur Salter a candidate not only 
of great distinction but also of special attraction to the 
floating voter. It must be assumed that the 2 per cent of 
the poll gained by the ILP candidate was drawn from people 
who voted Labour last year, and on this basis the Ormskirk 
result certainly does not do more than illustrate—with local 
qualifications—the swing against the Government that the 
public opinion polls had already made plain. It is not an 
additional encouragement to the Conservatives; that, of 
course, does not make it any comfort to Labour. 


* * * 


Deputies in the Undergrowth 


Since Mr Gromyko offered his compromise item I, 
he and his western colleagues in Paris have shown signs 
of losing sight completely of the wood as they play hide- 
and-seek amid the trees and undergrowth. As a transitional 
state of affairs this is not altogether a bad thing, for the 
main purpose of their meeting was to save the Foreign 
Ministers the time and the tedium which this exploration 
entails. The confusion and deadlock at the Palais Rose are 
worth while if they produce a final clarification of the 
position on both sides. 

What then, are the respective positions ? The Russians 

still hope, as they have made evident in every Note they 
have presented on the subject—and as Mr Gromyko has 
underlined—with every word he has spoken in Paris—to throw 
a wrench into the wheels of western rearmament without 
having to allow any comparable blockage to occur in their 
own plans for the future. The western representatives still 
hope to keep the wheels free, at least until such time as they 
can see whether the Russians, if forced to it, will concede 
anything for the privilege of blocking them. 
_ This much has been clear all along. And this was why 
it was important to get Mr Gromyko to include the question 
of German rearmament within a comprehensive list of the 
other causes and effects of world tension. What the western 
deputies have now to ask themselves is whether any further 
wrangling over the agenda can really help their purpose. 
They can no longer escape from two basic facts of life ; 
and, while Mr Charles Bohlen is seeking new instructions in 
Washington, the American delegate, Dr. Jessup, appears 
to have been drawing attention to them. The two facts are 
these. In the first place, there is, within the broad limits 
already established, no power on earth, far less a written 
agenda, which can stop the four Foreign Ministers from 
talking about anything in any order to which the spirit moves 
them. Secondly, if the conference now breaks down, the 
failure will be attributed by the man in the street to the 
western refusal of a Russian proposal and not to the Russian 
refusal of a western proposal. This must not be allowed 
to happen. 

At this stage, therefore, the agenda ceases to be the 
Significant point. The western capitals should now be con- 
centrating not on drawing up their battle order, but on the 
tactics which must be used when the battle is joined. And 
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the essential feature of these tactics must be to deprive the 
Kremlin of its diplomatic initiative. For this, there is a 
comparatively simple formula. The conference of Foreign 
Ministers must be held in private ; and the western powers 
themselves must have positive proposals for dealing with 
the central problem of Germany. It has been suggested 
before in The Economist that there is such a policy ready to 
hand ; a policy which would either force the Kremlin back 
on to the diplomatic defensive, or out into the open with 
concessions in the broader field. It is that the Foreign 
Ministers should discuss an Austrian solution for Germany, 
an Austrian peace treaty, and inspection of armaments in 
all the ex-enemy countries. The Russians would find this 
difficult to refuse, and the west would gain a great deal if 
it was accepted, 


x * * 


Treaty Offer to Egypt 


Nahas Pasha, the Egyptian Prime Minister, in his last 
public statement on Anglo-Egyptian relations on March 28th 
was hard and uncompromising. The old demands for the 
complete evacuation of British forces from Egyptian soil and 
th: “unity of the Nile Valley” under the Egyptian crown 
were restated with vigour. In addition, Nahas Pasha 
warned the world that Egypt “ cannot be expected to remain 
patient indefinitely” and they were “glad to be described 
as intransigent.” The statement was doubtless intended 
to increase the waning popularity of the Wafd Government, 
which has accomplished but little since it came to power 
in January, 1950, but it has created an atmosphere in which 
negotiations will not be easy. Nahas Pasha was fully aware 
that the British Ambassador was at that time in London 
discussing with the new Foreign Secretary fresh proposals 
to take back to Egypt. 

Details of the new proposals have not been disclosed in 
Whitehall, but it is known that the British Ambassador, Sir 
Ralph Stevenson, will soon put before the Egyptian Govern- 
ment a plan for the gradual evacuation of British bases in 
the Canal Zone and the gradual handing over of installa- 
tions to the Egyptian army which, it is hoped, will man 
them with the help of British civilians. 

Although a new agreement would be welcomed by all 
parties, the present treaty remains in force until 1956 ; so 
from a purely British viewpoint there is no great hurry. 
No doubt, however, the Wafdist Government fears that a 
general election in Britain might bring into power men whose 
ideas are not as liberal as those of the present Government. 
The main difficulty in the way of a new treaty would appear 
to be the man in the Cairo café, who has been fed on anti- 
British and anti-foreign propaganda for years. There is little 
doubt his feelings would soon change if the newspapers 
altered their tone, as the Egyptian left to himself is not 
unfriendly. A hint from his government that violent anti- 
British sentiments were no longer welcome would be cer- 
tainly sufficient to cause a large section of the influential 
press to change their policy. In any case, the Government, 
which has just prolonged the censorship for another year, 
must learn to master the disadvantages of a controlled press 
as well as it has learned to enjoy its advantages. The Wafd - 
have a vast majority in the Ohamber, they are on terms of 
cordiality with the Palace, and both King Farouk and his 
Government are known to be aware of the dangers of the 
international situation. If the present negotiations break 
down, London can only say, “ Your lead, Nahas Pasha.” 


x * * 


On Israel’s Frontier 


The series of frontier incidents between Syria and Israel 
is viewed with fear and anger in the whole Arab world but 
especially that part which borders on the new state of Israel. 
If words and promises meant anything, the Syrians would 
not be too deeply disturbed because all the Arab states have 
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promised them full support, but Colonel Shishakly, the Chief 
of Staff, who “drives Syria from the back seat,” fought in 
the Palestine war, and is fully aware of the frailty of Arab 
pledges. He has, indeed, spent the last few days in Egypt 
trying to obtain concrete promises of military and economic 
help if the much discussed second round in Palestine should 
begin. Whatever the rights and wrongs of the present 
‘troubles may be—and there are certainly wrongs on both 
sides—the Arabs fear that the enormous pressure of over- 
population coupled with economic difficulties make expansion 
the sole method by which Israel can solve its difficulties. 


The Arabs are busy recalling their real and imagined 
grievances since 1948; basically they blame Britain and the 
United States for having allowed Israel to come into existence. 
Egypt, the strongest and most powerful state in the Arab 
League, is not unnaturally sensitive about its record in the 
Palestine war. So, somewhat illogically, the Government 
vents its wrath entirely on Britain for having “failed to 
supply arms and ammunition.” Today the Arabs’ main 
military grievance is that high grade equipment ordered by 
them has been diverted to Europe. 

It is in the interests not only of the Israelis and the Syrians 
to localise and settle the present minor conflict, but also of 
the western powers. The maintenance of a steady supply of 
petroleum to Europe, the safety of the civil air route refuel- 
ling bases depend on some form of law and order being 
maintained in the Levant. The powers—America, Britain 
and France—who signed the London declaration last May 
which guaranteed the present armistice lines, must, without 
fear or favour, rebuke the state which caused the trouble. 
Only strong and prompt action by the three powers now 
can prevent Britain and America from losing what little 
respect the Arab States have retained for them. Rebukes 





































Meat for the Metropolis 


On Wednesday the second reading of a bill, brought 
in by the Government, [was] assented to, which will 
enable it to establish a live cattle market in a convenient 
spot, removed from the metropolis, and extinguish for 
ever the long-complained-of “ Smithfield nuisance”. . . It 
was stated in the debate on Wednesday, that slaughterers, 
neats” foot oil factors, cat and rabbit fur dressers, cat-gut 
factories, bladder-blowers, &c., were general concomi- 
tants of the live cattle market. It was also said that 
the cattle should be slaughtered without undergoing the 
fatigue of being driven to distant slaughter-houses ; two 
classes of facts belonging to the subject, which indicate 
that the cattle should be slaughtered as near as possible 
to where they are fed, and that the various unwholesome 
manufactories connected with slaughtering cattle should 
be as much spread as possible, in order to avoid intensify- 
ing deleterious gases which alone make them poisonous. 
On these accounts, however agreeable it may be to all 
the butchers of the metropolis to have a large number of 
cattle brought to a spot for them to choose from, it seems 
reasonable, so far as legislation is concerned, to avoid 
establishing one or two great cattle markets, and rather 
to encourage individuals to make their purchases how and 
where they like at distant places, and slaughter cattle as 
far as possible from the town, and as near as possible 
to the field where each beast is fed. The main con- 
sideration, however, is how most effectually to secure a 
supply of meat for the metropolis, and, as experience has 
amply shown that no Legislature can provide for that, 
while it can be and is provided for by private enterprise, 
the Legislature, now that the Corporation monopoly is to 
be put down, should henceforth no more interfere with 
live cattle markets, except for the purposes of police, than 
with markets for wheat, or tea, or sugar. 


Che Economist 


April 12, 1861 
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will be heeded—albeit 'reluctantly—if they are fairly and 
promptly made. 


* * & 


Defeat for the Cheese-parers 


Whatever its eventual political results, the Opposition’s 
campaign of prayers against Government regulations is now 
certain to enforce a healthy change in the processes of 
administration. On Monday a prayer to annul the order 
reducing the weekly ration of cheese from 3 ozs. to 2 025. 
was carried against the Government by 18 votes. The order 
was dated March 19th and came into force on March 25th. 
Mr Morrison had little immediate choice but to accept the 
House’s decision and an order-in-council is shortly to be 
made giving effect to the prayer. But intriguing legal issues 
are therefore raised ; the Ministry of Food has been trans- 
ported overnight to Alice’s Wonderland. Must it now issue 
all the weekly ounces of cheese that it has illegally withheld 
since March, even though it has not the cheese available ? 
Can an irate housewife sue the Minister of Food for restitu- 
tion of rationable rights and claim damages for the mental 
strain of trying to feed a household for the past three weeks 
on a miserable two ounces of “ mousetrap ” cheese ? 


In the debate the Parliamentary Secretary to the Ministry 
of Food did not prove his case that the cut in the cheese 
ration was inevitable, and Mr Webb did not do any better 
in his statement on Wednesday, apparently because he was 
unwilling to disclose figures. It is mone the less clear that 
supplies of cheese are too small to maintain consumption at 
three ounces a week. Last year cheese stocks fell by 18,000 
tons. An emergency purchase of 25,000 tons from the 
United States in November saved the ration from falling 
to one ounce. Rationed cheese is obtained from only four 
sources apart from home production: Australia, New 
Zealand, Canada and the United States. This year supplies 
from New Zealand have been held up by the New Zealand 
dock strike and no contract has been made with Canada. 
American cheese will not be available until later in the year. 
During the first two months of 1951 imports of cheese were 
42,000 tons and home production added another 7,000 tons. 
Consumption during this period was over 47,000 tons. Since 
February imports have fallen. 


The Government might have called the Opposition’s blufi 
by allowing the three ounce ration to continue in theory 
despite the absence of adequate supplies, but the mancuvre 
would hardly have done it any credit. The Minister of Food 
has decided that the order-in-council annulling the first order 
is to be followed by another order again reducing the ration 
to two ounces. This comic procedure has its lessons for 
Ministers. If the departments realise that they may have to 
justify every order in debate, their internal administration 
should be improved and the volume of orders issued will 
most probably decline. 


* x * 


Return to Price Control 


The President of the Board of Trade announced last 
week the phoenix-like resurrection, from the bonfires of the 
last two years, of a number of price controls, particularly on 
pans, cutlery and other household goods. He caused 10 
surprise. It would be quite unreasonable to rule out this 
method—among others—of distributing, to the least social 
and economic disadvantage, the impact of rearmament and 
its attendant shortages. 


That price control should have been invoked so readily 
and so easily is, however, a poor augury for the future 
management of the cold war’s home front. Past experience; 
in this country and elsewhere, has shown that in times of 
rising costs maximum retail prices are a sure recipe for 
“short supply,” queues or waiting lists, favouritism and 
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general under-the-counter jiggery-pokery. To couple price 
control with rationing and subsidy does avoid some of these 
evils ; but that safeguard is confined to narrow limits both 
by administrative possibility and by its formidable con- 
sequences in economic and fiscal distortion. It is ruled out 
for all but the most vital necessities in times of most stringent 
scarcity. For the unrationable conveniences, even the most 
essential spare parts of the household machine, price control 
must stand alone ; which means that while their price in cash 
is limited their price in time, trouble, worry and wheedling 
rises to a level prohibitive except to those who can make 
shopping almost a full-time occupation. 

This is, indeed, a rough-and-ready emergency way of 
balancing supply and demand ; where genuine inessentials 
are concerned it is the quickest and most harmless way of 
reducing both—though one shopper’s inessential may be, in 
given circumstances, another one’s prime need. But the 
prospect of returning indefinitely to that state of affairs in 
which nine out of ten attempts to replace a necessary domestic 
linch-pin are met with the assurance “It’s on order” can 
appeal only to those who, so long as the cost of living index 
remains unaffected, are indifferent to the standard of living. 


* * * 


British Consuls in China 


there are still nine British consuls in Communist China. 
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has been kept going only with great difficulty since the 
collapse of the Kuomintang. So great have the obstacles 
been and so much has the scope for consular work dwindled, 
that six of the consuls are now to be withdrawn, probably 
in May. They will close down their offices in Chungking, 
Kunming, Hankow, Nanking, Tsingtao and Amoy. There 
will then be only three consulates left—in Shanghai, Canton 
and Tientsin—to deal with a vastly reduced scale of British 
business and probably no more than 2,000 British nationals 
living in China, of whom some 700 are in Shanghai. In 
Britain itself, there is no Chinese Communist representation 
at all. 


Few people in this country stop to ask themselves what 
life has sometimes been like, these last two years, for those 
who represent them in the lonely Chinese outposts. If 
they did, they would understand much that is frequently 
glossed over in the effort to see China in an over-optimistic 
light. For the life of these men and their families bears 
no relationship to the accepted usages of diplomacy. 
Although Britain has recognised the new China and has 
sought by every means in its power to establish normal 
human relationships with Peking, British representatives in 
outlying posts have been subjected to every form of indignity 
and frustration short of physical violence—without effective 
protest from London. And, on occasion, even that has 
apparently been omitted only because the well-tried Com- 
munist technique of applying mental torture and utter 
exhaustion has been found more effective. 


There is much to be said for trying to detach China from 
the Soviet Union. It may be that in ten years’ time the 
policy will bear fruit—at present it hardly looks as if it 
could do so any sooner than that. It is quite another thing 
to remain blind meanwhile to the hostility towards anyone 
or anything western which rampant and successful Com- 
munism has engendered in the Chinese. A policy of 
friendship can be of value only if it is based on realities. 
For the Chinese Communists that would mean some deep 
changes of their present attitude of hatred and contempt. 


& x ® 


ECA to Stay 


When the Economic Co-operation Administration cele- 
brated its third anniversary last week, President Truman 
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promised his good and faithful servant its just reward, guar- 
anteed employment “on a continuing basis.” One decision 
then, at least, has been taken, and taken for the good. As 
the emphasis on American aid to Europe shifts from recon- 
struction to defence, the good will and experience accumu- 
lated by the American instrument of reconstruction will not 
be wasted. 


For this both Europe and America may be grateful. 
The events of the last few years have provided conclusive 
proof that the manner of the giving may make or 
mar the effect of the gift. There is no more ungrateful 
role in human or international relations than that of the 
generous creditor. To be too free with one’s credit may 
be to invite disaster by throwing away the opportunity to 
use it not only to relieve a current emergency but to build a 
securer future. To hold the purse strings too tight, on the 
other hand, is to destroy the good will on which such a future 
can only be based. It was the task of the ECA to strike the 
right balance between these two, as well as between the ideal 
as envisaged by the Administration and the realisable as 
determined by the Legislature of the United States. The 
fact that the European Recovery Programme has not only 
achieved its economic objective but has been the foundation 
for a new unity within Western Europe and between Europe 
and America is the most eloquent tribute to the way in 
which the ECA has discharged its burden. 


So much for the past. What President Truman has not 
yet decided, or at least announced, is exactly what part the 
ECA is to play in future programmes. Is it to continue, its 
main task nearly done, as a subsidiary friend and counsellor ; 
or is it to assume the major role in the administration of 
American foreign aid in its new forms ? A decision on this 
cannot be long delayed, as the new foreign aid bill must soon 
come before Congress. It is difficult to see to whom the 
task could be better entrusted. 


x * * 


The Second Million Houses 


In February 1951 the millionth new house built since 
1945 was completed.* This million covers only new 
houses, permanent and temporary, and excludes the 340,000 
extra dwellings provided by requisition, repair, conversion 
and adaptation. The question now is how long it will take, 
and how much it will cost, to try to build another million 
houses by sticking to present policies. 

The prospect is not encouraging. The one favourable 
sign is that the competition organised by The Builder for 
the design of a £1,000 house (discussed in The Economist 
of February 24th, page 422) has caused much interest 
among housing authorities, and Dr Dalton has stated that a 
new circular is to be sent to them dealing with the design 
of council houses and methods of combining economy with 
the maintenance of essential standards. It is possible, 
therefore, that economies in standards of construction will 
receive official blessing. 


A step in this direction is badly needed. If conditions 
remained exactly as they are now it would still take another 
five years to build the second million houses. As it is, the 
increasing competition of rearmament will push up prices 
and make materials scarcer. The Economic Survey published 
last week says little on housing itself ; it merely states: “ It 
is not intended to reduce the housing programme as a whole.” 
But the Survey also makes an assertion about productivity 
in building in general which unfortunately does not appear 
to be applicable to housing in particular. It states that 
productivity is increasing by 4 to 6 per cent each year for 
the whole of the building and civil engineering industry. 
This generalisation applied to housing would mean, with the 
same investment, an extra 8,000 to 10,000 houses a year. 
Yet between 1949 and 1950 the average monthly labour 
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force rose by about 8,000 men and produced during 1950 
only another 544 houses. Similarly, the average time taken 
to build each house showed no sign of falling Qp 
January Ist, 1949, there were 195,000 houses under con. 
struction, and during the year 197,000 were completed. Op 
January I, 1950, 201,000 houses were under Construction, 
and in the course of that year 198,000 were completed. Both 
sets of figures show no improvement in productivity. If 
Dr Dalton can increase the rate of building by encouraging 
authorities to reduce unnecessarily high standards, he will do 
a service both to those who need houses and to those who 
pay for them. 


* * * 


Support for Economies 


If Dr Dalton needs encouragement for a policy of hous- 
ing economies he has received it from the Housing Centre. 
This non-party organisation has just sent him an admirable 
memorandum outlining a programme for housing and also 
some detailed proposals for ons housing standards, 
The Housing Centre is anxious that the total housing pro- 
gramme should not be cut, and that the hard-won improve- 
ments in standards should not be wildly jettisoned. But it 
sees its objectives in the perspective of rearmament, and 
consequently modifies its ideals to the pressure of the times. 
Its aim is to preserve many old houses from decay by 
modifications of the Rent Restriction Acts, and to squeeze as 
many new houses as possible out of the total housing alloca- 
tion without the sacrifice of basic standards of structure. 


Most of the suggestions are unexceptionable. Of the two 
that are more controversial, one is designed to meet the 
problem of the many houses which have exhausted their 
economic life but are likely to be occupied for another 20 
to 30 years. Even if the Rent Restriction Acts were modified 
the private landlord would be unlikely to carry out the heavy 
repair work necessary to make them really habitable. The 
Housing Centre therefore proposes the establishment of a 
national non-profit-making association, which would have 
official backing and capital. Sub-standard housing presents 
a very difficult problem, and any suggestion which would 
help to solve it without an additional burden on the taxpayer 
deserves consideration. It is not, however, clear from the 
present statement what the financial implications would be. 
They should be elaborated. 


The second suggestion is concerned with the relative costs 
of development in New Towns and in high-density flats in 
the centre of cities. The Centre has investigated the social 
needs of families with children living in flats in congested 
areas. The cost of these blocks is already enormous ; to pro- 
vide conditions more suitable to young families would increase 
them still further. The Centre believes that a study of total 
costs might show that the costs of New Towns compare less 
unfavourably with flat development than is generally sup- 
posed. Here again is a case for investigation. Far too little 
is known about the costs of flats, and nothing about them has 
been published by the Ministry of Health. Meanwhile, 
despite the very high subsidy these schemes fall very far 
short of paying their way. 


* x *x 


The Honour of the German Army 


The Federal German Government took an important 
step last week towards rehabilitating the German professional 
soldier, both morally and materially. Though the facts that 
the Republic consists only of a fraction of the former Reich 
and that its financial position is weak do not justify generosity, 
the Bundestag has approved second reading of a Bill to 
pay full pensions to all former regular soldiers and members 
of the Reich Labour Service. Promotions for bravery are 
to be recognised and non-commissioned officers with long 
service are to receive special aid. The Chancellor himself 
declared, amid continuous applause, that the Allied laws 
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had quite unjustly made professional soldiers “ partially 
responsible for the lost war,” although they had merely done 
their duty to the state. The Government, he said, would 
never support the real war criminals ; but the percentage of 
such guilty men was so “ extraordinarily small” that it did 
not destroy the honour of the former Wehrmacht. 


It may be wondered what standard of comparison the 
Chancellor had in mind when he pronounced this acquittal. 
Herr Carlo Schmidt, for the Social-Democrats, justly 
remarked that many of the officers had not proved loyal to the 
Weimar State but helped Hitler to undermine and overthrow 
it ; he also argued rightly that the false doctrine of collective 
guilt should not now be replaced by an equally false belief in 
collective innocence. 


The whole problem of war guilt, Soldatenehre and the 
state of the former professional soldier in Germany has 
become acute now that the victors have proposed to re-form 
a German army for Europe’s defence. For civilian states like 
Britain it is hard to understand—let alone to sympathise 
with—the importance of an idea of overriding professional 
honour rooted in German history of the last 50 years, and 
the voice of understanding abroad is silenced whenever 
some voices inside Germany are heard laying down terms 
for collaboration in western defence, which honourable 
Germans know to be unacceptable. Some light on the 
question is thrown by a review of three recent books by 
German generals which appears on page 867. 


* * * 


OEEC Tries Again with Bonn 


It is difficult to believe that the German Government 
will carry out the promise to live within its means which its 
representative made in principle at the meeting of the OEEC 
Council of Ministers last week. There is still in Germany a 
tendency to treat the country’s bankruptcy in the European 
Payments Union as a matter for which the Germans are not 
to blame and which their trading partners must and will 
put right. Since the days of Dr Schacht, Germany has 
become wedded to the idea that its creditors will not dare 
to ruin their vulnerable German market by retaliating if they 
are not paid. The hope was still expressed last week that a 
fresh investigation into the circumstances would lead the 
OEEC to recognise Germany’s claim to further credit. And 
Dr Erhard still informs the public that it is all the fault of 
the others for not giving Germany sufficient aid and allowing 
the prices of raw materials to rise—factors which un- 
doubtedly played a part in creating the present situation, 
but only a part. Dr Erhard also holds out hopes that world 
prices are falling and that, if Germany enters the sterling 
transferable account area, it will not only increase its exports 
but perhaps secure Commonwealth raw materials on favour- 
able payment terms. In the meantime, German warehouses 
are comparatively well-stocked with raw materials. 


Though fresh credit has not been offered to Germany, 
the OEEC has made an effort to save its trade with some of 
the hardest hit of the smaller countries, who will be favoured 
in future agreements and the allocation of licences. Strong 
creditor countries in the EPU have been asked to grant 
large import quotas to Germany and ask for only small 
quotas * return ; they have also one to do pcr 
can to buy up the peri goods which were originally 
destined for the nh cog 

The OEEC will henceforth try to supervise German 
foreign trade after June 1st and will appoint three men to 
advise on the allocation of licences in April. These are, 
however, very limited measures. As it has often been 
pointed out in The Economist, a number of factors, such 
as excessive decentralisation, an inefficient civil service and 
Corruption prevent effective control of foreign exchange or 
trade. In the same way, Bonn has as yet done nothing 
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about fiscal reforms. Even the federal budget for the financial 
year which ended last March is still in the committee stage. 
Plans continue to be put up and discarded, while measures 
to increase expenditure on social welfare—but not occupa- 
tion costs—are passed without asking where the money is . 
coming from. The Federal cabinet would do well to make 
up its mind that it must now hurt some German interests 
as well as its trading partners. 


* * * 


The Inferior Male 


Most pension schemes are based on a higher retiring age - 
for men than for women, presumably because men are con- 
sidered to be the stronger sex and therefore capable of work- 
ing for a longer span of their lives. It is difficult to square 
this with a paper read recently to the Royal Statistical Society 
by Mr Martin, a member of the Medical Research Council’s 
Statistical research unit, which gives the impression that 
in reality man is biologically inferior to woman. 


For the past hundred years the death rate for men has been | 
higher than the rate for women. But, as the accompanying 
chart shows, the difference is greater now than it was in 
1841 (the sharp increase in the ratio of male to female 
mortality in the war years is accounted for by the withdrawal 
of large numbers of fit men from the civilian population). 
Men may wish to attribute their higher mortality to their 
harder work, but, as Mr Martin pointed out, in the last two 
decades, when conditions of work have greatly improved 
and hours of work shortened, the sex mortality rates, instead 
of favouring the male—or at least showing a smaller differ- 
ence between the male and the female—actually show a faster 
rate of decline for female mortality. That environment has 
some influence is shown by the analysis of the mortality ratio 
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by social classes, for on the whole in social class V (the 
unskilled) the excess mortality of males is not so great, except 
in middle age, as it is in social class I (the professions). But 
in every social class grandmothers are likely to live longer 
than grandfathers. 


Mr Martin’s paper also analysed the mortality rates by 
regions, by age groups, by causes of death in each age group, 
and by occupations. Women, men may be interested to note, 
are apparently much more likely than are men to die from 
“rheumatism, nutrition, etc.”, particularly at the age of 
45-54. But this seems to be the only consistent advantage 
men have over women throughout their adult life. If they 
wish to have a fair chance of surviving their wives they should 
apparently become engine drivers—which presumably 
explains a universal ambition of their boyhood—farmers cr 
agricultural labourers ; they should not be doctors, waiters, 
hairdressers or makers of alcoholic drinks. 
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HE purpose of signs is to tell 

without words. Here is a 
sign known to connoisseurs since 
1742. It stands for a whisky as soft 
as the dew, with a heart of softly- 
glowing fire. As noble a Scotch as 
any that ever came from Scotland. 


WHITE HORSE 
Scotch Whisky 


Maximum prices as fixed by 
the Scotch Whisky Associati 
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POWERED BY THE RECORD-BREAKING JAGUAR XK1I20 ENGINE 





Features. Body design of unparalleled beauty with greatly increased ac- 
commodation ¢ Capable of speeds in excess of 100 m.p.h. ¢ Supremely 
smooth and silent « Wide ranging visibility e Enormous luggage space 
(17 cu. ft.) ¢ Vacuum Servo-assisted Brakes ¢ Light, positive, accurate 
siecring. Press Opinions. “A world beater . . . if ever there was one” 
(Daily Mail) “‘ Unmistakably British yet with most modern lines” (The Times) 
“A sleck, streamlined six seater with every luxury fitment imaginable ” 


JAGUAR 


THE FINEST CAR OF ITS CLASS IN THE WORLD 
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A man capable of taking the British fleet 
into action, or cornering the wheat market 
in Chicago, or being a policeman in Cairo, 
would be reduced to a plaintive mass of 
self-pity by a day spent in a pair of shoes 
one of which had a rubbing heel. 

It is one of the blessings of Lotus shoes that 
they make friends with a man at once. 


LOTUS SHOES 


FOR ALL MEN AND MOST OCCASIONS 
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Helping Discharged Prisoners 


Mr Chuter Ede has recently appointed a committee to 
review the work of the Discharged Prisoners’ Aid Societies 
and consider what changes are desirable to improve the 
chances of men and women when they leave prison. Such 
an inquiry is to be welcomed. The most critical time in a 
prisoner’s punishment is.the moment of his discharge, for in 
the period immediately ahead of him he will be at his cross- 
roads. Unless he is an habitual criminal he almost always 
wants to run straight, but if he could not resist temptation 
when his slate was clean, how will he stand up to it now 
that he is burdened with a prison record ? Of first offenders 
the majority do, miraculously, stand up to it, but the size 
of the majority must depend on the conditions that face the 
men and women when they come out. If they have to fend 
for themselves among people who look the other way at the 
first sight of them, then the majority that makes good cannot 
be as large as it might and should be, and the reformatory 
work that has, one hopes, been done in prison will be wasted 
pro rata to the failures. 


The work of helping these ex-prisoners is entrusted mainly 
to the Discharged Prisoners’ Aid Societies. These are 
voluntary organisations, but they are subsidised by the tax- 
payer. For this reason alone, there is a good case for having 
an impartial review of their work. Unfortunately, Mr Ede’s 
committee is to consist entirely of civil servants and officers 
of the aid societies, who will be sitting in judgment on them- 
selves and reporting on the quality of their own work. The 
unofficial members should surely be chosen from the general 
public which subsidises the organisations (to the extent of 
more than £21,000 a year), particularly as their efforts have 
not always passed without criticism. 


* * a 


Italian Communist Congress 


Signor Togliatti, the Italian Communist leader, has a 
reputation for bluntness even in Cominform ranks. When he 
returned recently to Italy after renewing his terms of refer- 
ence in Moscow he made a flat bid to rejoin Signor De 
Gasperi’s government. This striking change of tactics was a 
reversion to the policies of 1946 and 1947, when Signor De 
Gasperi manceuvred the Communists out of power ; but the 
new Italian bid is fully in keeping with the line being adopted 
internationally by the Communists. In Italy Togliatti has 
merely put it more crudely and his action will perhaps have 
a more direct impact than on the national political scene 
elsewhere. Behind this apparent mood of sweetness and 
light lies the aim of the Cominform to throw everything into 
the “ peace” campaign against the Atlantic Pact. 


Signor Togliatti’s declaration was naturally expanded at 
the five day annual party congress which is just over. He 
emphasised that the Communists, while they want to join 
any government that replaces the present administration, 
might even be prepared in certain circumstances to come to 
terms with Signor De Gasperi himself, if he changes his 
foreign policy and if “ Italy ceases to form part of the nations 
that are preparing war under United States control.” This 
fantastic and unscrupulous offer has no immediate chance of 
being accepted. 

It is not, however, outside the bounds of possibility that 
the Communist plan, in the present state of political uncer- 
tainty surrounding the government, might in time gain 
ground. The Christian Democrat party contains a small but 
vigorous section which is not entirely happy about the govern- 
ment’s policies, and the result of the recent Socialist merger 
—which is dealt with on page 866—has not been to strengthen 
tie eoveceaaeet. fet the Sa to the Seeeeprnists 
of their party congress has lain in-the opportunity that 
it has given them to voice the ate Geen that could 
be — against Signor De Gasperi’s stewardship. They 
have alleged that the rearmament policy, by eating up 


financial reserves and monopolising raw material supplies, is 
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blocking . social development and so actually increasing 
unemployment. Unemployment from 1919 to 1921 never 
affected more than two per cent of Italy’s socially active 
workers ; under Christian Democracy, say the Communists, 
it affects from 10 to 11 per cent. The minimum wage rates 
in even the most favoured trades correspond to only half the 
officially recognised minimum for maintaining a family of 
five. These accusations cannot be ignored. 


* x ® 


Cold War in the Post Offices 


There is among the British a very sound resistance to 
MacCarthyism and witch-hunting ; but the Communists 
themselves make it increasingly difficult to maintain it. When 
they gather together at resorts behind the iron curtain they 
are inclined to boast to each other about their activities in 
sabotaging the western defence effort. Some attention should 
certainly be paid to a statement made in East Berlin at the 
recent “ European Workers’ Conference,” called to further 
the aims of Moscow’s World Peace Council. The head of 
the postal, telegraph, telephone and radio department of the 
World Federation of Trade Unions, who has the German 
name of Willi Baumgart, declared that the agreement con- 
cluded last year between postal workers in the German 
Democratic Republic and France had clearly shown what 
successes could be achieved. The agreement, which was 
“designed to prevent the misuse of postal installations for 
imperialist war preparations,” had caused “considerable 
anxiety ” to the French authorities. 


Herr Baumgart pointed out that, of all workers in the 
postal services, those connected with radio had the best 
opportunity of working for peace by refusing to participate 
in “ warmongering ” transmissions ; but the time had come 
to pass from passive to active measures. At the time when 
the WFTU trade departments were formed last year, the 
postal and radio workers were also reminded that they held 
key positions for hindering western plans. 


Apart from this form of struggle for “ peace,” Moscow 
has in the last few days increased its open frontal attack by 
propaganda. Radio Centre Moscow has taken over four or 
five hours a day from the home services of the Soviet 
satellite countries for relaying its own foreign-language 
propaganda, directed to the Balkans, France and Italy. The 
Soviet Union’s own network of transmitters has thus been 

werfully reinforced, and the direction of political warfare 
urther centralised. 


Shorter Notes 


The visit to Paris of Dr Adenauer, the German Chancellor, 
is a welcome event of great significance. It is made in the 
teeth of the most violent onslaught on the Schuman Plan yet 
made by that incorrigible demagogue Dr Schumacher, and 
at a moment when Franco-German issues are being brought 
daily before the French public by Communist propaganda 
and speculations about the meetings of the Deputies. It 
needed courage on the part of both hosts and guests to 
arrange this visit ; and it is a great pity that the German 
Chancellor is not coming on to this country. He will survive 
the storms ahead only if he is fortified by dignified gestures 
of understanding which London should be able to offer at 
least as readily as Paris. 

te 


In last week’s issue of The Economist it was stated 
(page 782) that production per man-hour in Britain 
had increased by 45 per cent since the war. In fact 
precise measurement of the change is impossible. A reason- 
able estimate (based on the official index of industrial produc- 
tion and statistics of employment and average hours worked) 
might be that in 1950 the average output per man-hour in 
British industry was about 20 to 25 per cent greater than in 
1946. This compares roughly with the estimate of ro per 
cent mentioned for Soviet Russia. 
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I’m in Australial? 


No special Act has been passed, but England and 
Australia are getting closer and closer. When we 
went to press, they were only four days apart. 

If things go on like this you'll soon be able to 
tumble out of bed, rub your eyes and exclaim: 
“Good gracious—I’m in Australia | ” 

British Commonwealth Pacific Airlines already 
make this nearly possible with a luxurious free | 
sleeper service across the Pacific from San Francisco 
and Vancouver, via Honolulu and Fiji. 

Excellent connections are available from London, 
Glasgow or Shannon via New York or Montreal. 
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Keeping CONTROL 
of all accounting opera 


In times of uncertainty, when condi- 
tions can fluctuate rapidly, the need 
for CONTROL in accounting routine 
becomes greater than ever. With 
Underwood Sundstrand Accounting 
Machine equipment, control is auto- 
matic, because accounts are always in 
perpetual balance. Vital figure-facts, 
guaranteed accurate. are literally “on 
tap” whenever required. No special 
staff is needed—each day's work is R: 
posted, balanced and proved correct UNDERWOOD SUNDSTRAND 
each day as @ matter of routine. May CLASS ‘D’ ACCOUNTING MACHINE 


we prove it to you——in your own An all-purpose, fully automatic Accounting 
Office if you wish ? machine. 


UNDERWOOD : ELLIOTT FISHER « SUNDSTRAND 
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UNDERWOOD ELLIOTT FISHER LTD. 412 NEW OXFORD STREET. LONDON 


W.C.1. TEL.CHA 3131. Factories : Hollingbury Industrial Estate, Brighton, Sussex. 
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You want “something” 
—not just “anything .. .” 


..- when you walk into a shop selling 
textile goods. You get your special 
requirements in size, style and shade 
thanks to the Wholesale Textile Dis- 
tributor who gives the retailer the 
products of many factories, and the 
range to meet your needs, 


DISTRIBUTION FOR THE NATION 





is carried out by the members of 
The Wholesale Textile Association 


THE WHOLESALE TEXTILE ASSOCIATION 
75 CANNON STREET, LONDON, E.C.4 







It’s the kind of car I used to take your 
mother out in before we married. 

Is this a sports car ? 

No—this is a family runabout. 

What's the difference ? 

Well, the sports car was . . . more 
sporting—of course, you could get any 
amount of BP in those days. I wish 
we could now ! 

When will BP be back, Daddy ? . 


We don’t know yet—but that will be 
the day ! 





(BP) is the trade-mark of 
ANGLO-IRANIAN OIL COMPANY, LTD., whose whole organisation is behind it 
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Letters to the Editor 


British Universities 


Sir—In _ the article on “ British 
Universities” published in The 
Economist of March 31st reference is 
made to the “crabbing effect” of local 
education authority control of major 
technical colleges. This control, it is 
said, is “ not calculated to attract first- 
class staff or to encourage the indepen- 
dence that is mecessary for the best 
work.” 

You cannot imply, surely, that the 
ultimate responsibility for a college lying 
with a democratically elected body in- 
volves interference with the academic 
life and freedom of that college. The 
whole system of relations between the 
Ministry of Education, local education 
authorities, boards of governors and 
teaching staffs has allowed in all types of 
educational establishments a freedom in 


educational matters achieved in few 
countries. 

Perhaps, however, your intention 
was to imply that local education 


authorities are unwilling to develop 
their colleges. It is only necessary to 
refer to the schemes for further educa- 
tion prepared by authorities to realise 
the unfairness of any such implication. 
By 1950 the Ministry of Education, 
having analysed the schemes of 95 
authorities, was in a position to state 
that in the limited period 1948-53 these 
95 authorities, many of which did not 
represent industrial areas, had planned 
to spend in respect of vocational educa- 
tion alone £2,600,000 on new sites and 
£31.5 million on new buildings. What 
has in fact retarded the realisation of 
authorities’ schemes has been the national 
shortage of men and materials which has 
interfered with all plans for capital 
expenditure. It would seem in any event 
somewhat unjust to use the word “ crab- 
bing” in connection with the attitude of 
mind which contemplates expenditure on 
the scale described above. 


Or did you feel that the salaries 
paid by local education authorities 
to their teaching staffs in technical 
colleges were insufficiently generous ? 
The facts are that a college lecturer 
whose work is of university standard will 
receive under the 1951 Burnham Tech- 


nical Scale a salary of £1,000 per annum 
rising by annual increments of £25 to a 
maximum of £1,150 and that the various 
grades for heads of departments range 
at their maxima between {1,000 and 
£1,600 per annum. It would be difficult 
to contend that these salaries are “ crab- 
bing” compared with those offered to 
the lecturing staffs of universities.— 
Yours faithfully, W. H. Petty 
Northallerton 


The Soviet Army 


Sir,—I am unable to accept wholly 
several points made by my colleague. 
Indeed, I feel that one point in particu- 
lar could be very misleading to the 
British public in its search for reliable 
first hand information on life in the 
Soviet Union. 

Firstly, the Politburo does not in any 
way claim to be a representative body. 
It is, however, worthy of note that of its 
eleven full members six are non- 
Russians, among them two of the most 
powerful men in the Kremlin: Stalin, 
and the head of the secret police, Beria— 
both Georgians. 


Secondly, it is true that the peoples 
of Russia represent a variety of 
languages, cultures and religions. It 
would, however, be wrong to ignore the 
fact that many centuries of common 
historic destiny and development have 
knit them together more closely than 
might at first appear. 


The mass surrenders to the enemy of 
the first year of the war, the subsequent 
change of heart brought about by the 
horrors of the German occupation, the 
movements of opposition behind the 
front lines and the refusal of so many 
DPs of all the nationalities of the USSR, 
including Russians, to be repatriated 
after the war, are eloquent proof of the 
fundamental unity of the peoples of 
Russia. Hitler’s policy in Russia was 
aimed precisely at exploiting the national 
differences and antagonisms of these 
peoples, and the complete failure of his 
policy speaks for itself. 


As for the discriminating persecu- 
tion of non-Russians in the Soviet Army 
for political reasons, I can find nothing 
in my experience to support this. The 
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gravest threat to the Bolshevik regime 
lies not in possible internal strife 
between the people of the Soviet Union, 
but in their fundamental unity in oppos- 
ing Communism and all it stands for— 
Yours faithfully, 

“ANOTHER FORMER SOVIET OFFICER” 


Balkan Tobacco 


Sir,—Your Geneva correspondent’s 
article on Balkan tobacco in your issue 
of March 31st omits the primary cause 
of the slump in the Greek industry. 
OQEEC’s concern about this problem will 
seem belated to the Greek tobacco trade, 
where the Greek loss of German markets 
has long been attributed mainly to large 
purchases of Virginian made possible 
only by ECA dollar authorisations. 


Before the war, exports of Virginian 
to Germany—the traditional market for 
oriental tobaccos—were insignificant. 
But in 1949 and 1950 Germany became 
the largest single European importer of 
Virginian leaf. According to official 
British sources, American shipments in 
1949 to Bizonia alone reached 62 million 
pounds, thus exceeding by nearly a third 
the prewar annual average for Greek 
exports. to the whole of the German 
Reich—in spite of a sharp decline in 
German postwar consumption, 


The expansion of Turkey’s tobacco 
exports, referred to in your article, has 
largely been achieved at the expense of 
Greece, whose position in foreign 
markets deteriorated because of its par- 
ticipation in the war on the side of the 
Allies. A report issued in 1947 by the 
Food and Agriculture Organisation 
stressed this latter factor, recommending 
it should be taken into consideration in 
any international tobacco agreements. 
Today many advantages enable Turkey 
to produce more cheaply than Greece. 
But American competition is more 
serious. Even if Greek official protests 
should now lead to a reduction in 
Marshall aid credits for American leaf, 
the damage to the Greek economy, as the 
result of ECA’s policy, which has fostered 
the taste for Virginian, previously alien 
to the Germans, may well prove irrepar- 
able.—Yours faithfully, 

Nancy CrRAWwSHAW 

London, W.t 
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Books and Publications 


Czsar of the Pacific 
The Riddle of MacArthur: Japan, Korea and the Far East. By John Gunther. 


Hamish Hamilton, 12s. 6d. 


219 pages. 


Readers of Mr Gunther’s earlier works 
would have expected him to give a book 
dealing mainly with Japanese affairs the 
title “Inside Japan.” But, as it was 
about Japan, in the days before the 
Great Dismissal, General MacArthur 
had to be in the centre of the picture 
and to take over the title. This is 
certainly as it should be, for the 
author’s pages abundantly confirm the 
general impression that General 
MacArthur is a man with a good 
opinion of himself. During the war, 
after his words on departure from the 
Philippines, “I will return,” had become 
famous, the American Office of War 
Information wanted to change the slogan 
to “We shall return,” but the projected 
alteration had to be abandoned owing to 
his furious and persistent opposition. In 
the event, it was MacArthur who re- 
turned, almost as in the days when kings 
rode to battle; he waded ashore on 
Leyte with the first landing force, and 
after Japan had surrendered, but before 
any instrument of surrender had been 
signed, he flew into Japan in an unarmed 
and unescorted aircraft ahead of the 
occupation troops. Such behaviour is 
apparently a family trait. His father, 
General Arthur MacArthur (of whom an 
acquaintance said “I thought he was the 
most fantastically egotistic man I had 
ever known until I met his son”) always 
said he wanted to die leading his troops ; 
he actually fell dead at an advanced age 
while making a speech at a reunion of 
his old regiment and his body was 
promptly covered with the regimental 
banner. It is impossible for a MacArthur 
to live or die in any other manner. 


The present General MacArthur held 
an extraordinary combination of powers. 
He was American Commander-in-Chief, 
Far East, controlling all arms, and Com- 
manding General, United States Army, 







Far East. He was Supreme Commander 
for (not “of”) the Allied Powers in 
Japan, bearing unlimited authority, 
both military and civil, in that country. 
Finally, he was Commander-in-Chief of 
all United Nations forces operating in 
Korea. His own view of his responsi- 
bility in all these capacities was expressed 
in his remark that “only God or the 
Government of the United States can 
keep me from fulfilling my mission.” 
As far as is known, God has never inter- 
vened to thwart General MacArthur’s 
will ; the American Government has at 
last recalled him, but only after he had 
openly appealed to Congress against its 
authority. Mr Gunther writes that 
“there has never been an instance in 
MacArthur’s history of specific refusal 
to obey an order,” but his critical pub- 
licity was no less embarrassing to his 
superiors than direct disobedience. 

What, then, was General MacArthur’s 
“ mission” to which he was dedicated ? 
Curiously enough, though his tempera- 
ment is that of an autocrat, his convic- 
tions are quite genuinely those of 
American democracy. Fifty years ago 
his father, as a military governor, intro- 
duced Habeas Corpus into the Philip- 
pines, and it is his son’s greatest pride 
to have introduced it into Japan. General 
MacArthur worked every day of the year, 
Sundays included (he never took a holi- 
day and has not set foot in the United 
States for fourteen years), to accomplish 
what he believes to be good for Japan 
as well as in his own country’s interest. 
The theatricality and bravado which 
surround all his acts have blinded 
many observers to the magnitude of his 
achievement as ruler of Japan, but Mr 
Gunther gives a fair and convincing 
account of it and hazards the opinion 
that “ MacArthur the Reformer should 
rank high in history even if MacArthur 
the Hero has to be forgotten.” 


by 
ERIC WILLIAMS, 





author of 


THE WOODEN HORSE 


The author here tells of Peter Howard's earlier and equally exciting adventures prior to the Wooden 
Forse escape ; of how he was shot down over Germany, came within a stone’s throw of the Dutch 
frontier only to be caught ; of his first escape and recapture ; and, finally, of how he and thousands of 


his fellows faced up to the hardships of long confinement in a prisoner-of-war camp. 


10s, 6d, 


eens () 111 Samm 


The Hydra’s Head 


Monopoly and Free Enterprise, 
George W. Stocking and Myron W. 
Watkins. Twentieth Century Fund, 596 
pages. $4.00. 
This book, the third publication of 

the Twentieth Century Fund’s Commit. 

tee on Cartels and Monopoly, is the sort 
of volume in which American research 
excels. It is the product of highly 
skilled and beautifully co-ordinated 
expertise in three fields: in economic 
theory, particularly of course the theory 
of imperfect competition and monopoly 
pricing policy; in large-scale business 
practice; and in law. It studies the 
motives, nature, development and 
methods of monopoly with a comprehen- 
siveness which no British analyst or 
historian has approached; a national 
deficiency connected, presumably, not 
only with the lack of any such body of 
evidence as the records of proceedings 
under the Sherman and Clayton Acts, 
or of the Securities and Exchange Com- 
mission, but with the peculiarly inhibit- 
ing effects of the British law of libel. 

The authors have divided their vast 
field with great expository skill. A brief 
statement of the case for the competi- 
tive economy is followed by a concise 
account of a century’s changes in 

American economic structure. Against 

this background is set a study of “the 

basic factors in industrial concentration ” 

—economies of scale in operation or 

control, the pressures making for co- 

ordinated price policies, the strategic 
motives of economic empire-building. 

This is followed by a statement of 

oligopoly theory, against which is 

exposed for comparison the actual re- 
corded behaviour of business men in 
markets of few sellers—and a fascinating 
record it is. Price leadership (illustrated 
by two excellent case histories), the 
basing point system as used particularly 
by steel and cement producers, and col- 
laboration through trade associations, 

— the next three chapters; then 

ollows the intricate but clearly-told story 

of the making of case law under the 

Sherman and Clayton Acts, in which 

there is traced the development of two 

significantly incompatible viewpoints. 

One is that legality depends on how 4 

monopolist or near-monopolist actually 

behaves—reasonably or unreasonably, 
with public spirit or as an extortioner; 
the other, that the very acquisition of 
monopoly power, no matter how us¢ 

is an offence. This statement of legal 
doctrine makes comprehensible the sub- 
sequent account of trade practices and 
of their regulation ; and the authors then 
find themselves in a position to evalue 
the effect on competition of Govern- 
ment policies not directly relevant 

(monetary and fiscal policy, conservation 

of resources, agricultural policy am 

labour legislation) and of the techni- 
calities of corporation and patent law. 

The concluding chapters oreose ae 

tinuing danger to competition (less 

actual aopepely than from oligopoly) 


and with it to free enterprise itself, 








THE ECONOMIST, April 14, 1951 













We are not interested 
in smokers who could 
not care less what they 
smoke. We began our @ os 
business nearly a century ww 
& ago by providing for the ~ 
> careful—those who smoke 
because they expect a deep 
pleasure from good tobacco and not 


merely the satisfaction of a craving. 


SOBRANIE 


The name SOBRANIE still 
means in pipe tobaccos or cigarettes 
a maintenance of standards and a regard 
or the superlative which 
appeal to the few who are 
still connoisseurs in an age 
which has surrendered so 
(4 much to mass production 
for the masses. We are only 
GJ embarrassed because the 
Sew are frequently too 
many for us. 
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Keep in touch with developments and 
changes always taking place in the inter- 
national oil industry by reading the 
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£2.10.0a year post free, Air mail edition, postage extra. 
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fake cela 


y Khistory 


TODAY 


Few phrases are more final—more exasperating—than 
the words “Sold out.” But a firm order today with 
your newsagent, or an annual subscription, will secure 
your regular copy of HISTORY TODAY—and save you 
from disappointment. The April number is on sale 
tomorrow. 


HISTORY TODAY is issued monthly at a cost of half-a- 
crown. Its contributors are experts whose aim is to 
interpret the events of the past and relate them to the 
problems of today. The magazine is profusely illustrated 
with prints and photographs. 


Contributors to the April issue include Arthur Waley, 
Julian Huxley, Sir Henry Bashford and others. 


You can obtain HISTORY TODAY from your usual newsagent 
or bookseller, or by annual subscription of 30/- from: 
HISTORY TODAY, 72 Coleman Street, London, E.C.2. 


IT REMAINS 
TO BE SEEN 


thanks to 


KEESING'S 


In these times of swiftly moving events it is hard to follow 
and remember all the important occurrences which make up 
the history of our day, still more difficult to recall even the 
approximate date of a certain happening. 


In 1931 the idea was conceived of putting news on record 
in permanent and handy form—* canning it” as it were— 
and tabulating each entry in a living Index which constantly 
keeps pace with day-to-day developments. 


The result is KEESING’S and, after 20 years’ experience 
and perfecting, we offer this modern News- plus-Reference 
Service which enables you to put your finger at a moment’s 
notice on full data concerning Politics, Economics, Social 
Questions throughout the world. 


KEESING’S is absolutely objective, comprehensive and 
always up-to-date through the addition of a fresh bulletin 
each Friday, ready for filing in the book-like Binder. Let it 
save you much frantic search and reduce your reading by many 
hours every week while building up your own authentic diary 
of our epoch. 


Keesing’s Publications Ltd. * Keynsham 3ristol 


Please supply free details of your service. 
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make recommendations. Among these 
are a study of the whole corpus of rele- 
vant legislation with an eye to its inci- 
dental bearing on the maintenance of 
competition ; the repeal of certain laws ; 
the extension of antitrust provisions to 
the unions ; the breaking up of all con- 
centrations, beyond a certain percentage 
of the whole industry concerned, not 
capable of justification on grounds of 
superior efficiency ; the co-ordination of 
present antitrust enforcement agencies 
and the stiffening of penalties; lower 
tariffs; and (a tough nut to crack) a 
sweeping reform of patent law. 

This is a most valuable work of 
reference, a stimulating social study, and, 
most emphatically, required reading for 
members of the Monopolies Commission. 


Nutshell for Planning 


Industry and Prudence: A Plan for 
Accrington. Borough of Accrington, 186 
pages. 308. 


This report should be read by anyone 
who doubts the necessity of statutory 
planning ; also by anyone impatient for 
quick spectacular results. Accrington, a 
town of 38,000, not merged in a vast 
agglomeration, is a quickly-understand- 
able laboratory specimen of the problems 
left by the unplanned industrial building 
of the roth century. It grew fast as a 
one-industry (cotton) centre to 45,000 
in 1911, lost by migration through grave 
unemployment in the 1930s, and now 
has a somewhat better but still unsatis- 
factory industrial balance. Professor 
J. S. Allen and the late R. H. Mattocks, 


And So It 
Goes On 


Further Thoughts on 
present Mismanagement 


BY 


ROY HARROD 


Author of The Life of 
John Maynard Keynes 


This volume is a sequel to 
Are These Hardships Necessary? 
in which Mr. Harrod attack- 
ed the Government’s postwar 
economic poiicy. Subsequent 
events have served to confirm 
his figures, and the soundness 
of his approach. Mr. Harrod 
now carries the matter for- 
ward, brings into relief recent 
mistakes of policy and points 
the moral as to what should 
be done now. 


Paper covers 6/- 


Rupert Hart-Davis 
36 Soho Square, London, W1 





as consultants to the Borough, base on a 
succinct geographical, historical and 
economic survey a lucid presentation of 
the town’s present predicament, 
judiciously illustrated. Without fanciful 
writing the picture comes to life: 13,000 
families living mostly in drab gardenless 
dwellings, often at 24 to the acre; 
blighted areas of conflicting use; no 
central open spaces; roads inadequate 
for traffic; a smoke-pall cutting the 
regional sunshine from 1,§00 to 1,100 
hours yearly ; and the one architectural 
monument a railway viaduct. 


Yet Accrington is a vital community, 
and, sooner or later, it will have to be 
extensively rebuilt. That cannot be done 
on any conceivably acceptable standards 
without rearranging building plots and 
streets. The authors confine their plan 
to the minimum changes necessary ; they 
make no showy proposals. They suggest 
the stages for the central reconstruction, 
but wisely give no dates, since its speed 
must depend on economic circumstances. 
On their modest standards, rebuilding 
must finally displace at least 12,000 
persons. For these there must be new 
neighbourhoods on the fringe, or a sub- 
regional new town for the combined 
overspill from several centres. The 
choice is a matter of public policy. Here 
is the planning problem of 
England in a nutshell. 


Britain in the Caribbean 


The British West Indies. By W. L, 
Burn. Hutchinson's University Library, 
196 pages. 7s. 6d. 


Roughly two-thirds of this book is 
devoted to a general discussion of the 
history of the British West Indies up to 
the end of the emancipation period a 
hundred years ago. In this section 
Professor Burn demonstrates once more 
the excellent qualities of his historical 
scholarship, and it is a great pity that his 
treatment of the subsequent periods of 
history has been compressed into so 
small a space. The short section on 
crown colony government in the West 
Indies during the latter part of the 
nineteenth century, for instance, whets 
one’s appetite for more. Surely, in @ 
book of this kind, the seventeenth 


century might well be sacrificed to the 
twentieth ? 


For the rest, it is hard to say what the 
book is about. It starts with the ve 
true criticism of Froude’s “ The English 
in the West Indies,” that it was by an 
“embittered man clinging to the least 
practicable of ideas, that of a static 
society ” ; it ends, nevertheless, with an 
appreciative comment on his political 
faith. Professor Burn seems to fear 
that contemporary colonial policy, even 
tempered by the Development and Wel- 
fare Act, is evidence of the fact that the 
British people is “ temporarily afraid of 
greatness,” and he echoes Froude’s 
words when he laments that they “ affect 
too much to despise heroism.” He tars 
advocates of changes in colonial adminis- 
tration with the brush of “crude 
and obstinate reformism,” and even if 
such people must sometimes be i 
with an ability to see more or less 
the troubles that lie ahead, this mere 
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makes him dub the advice they oy 
“counsels of despair.” ft ee 


In general, the book is inconclysiy 
and, in so far as no ways of advance are 
made clear from the discussion jt con. 
tains of the historical trends of the 
century that has elapsed since emancipa- 
tion, it is unsatisfactory. The keynote 
will, perhaps, be found in Professor 
Burn’s chance remark that though 
“ native talent and initiative ” in the We 
Indies are “real,” they are nevertheless 
“ limited.” He is, of course, perfectly 
justified in pointing out that the Wes 
Indian peoples have not hitherto been 
loyal to their political leaders (though 
this does not appear to be as true today 
as it has been), but if the corollary js 
drawn that the nationalist movement js 
fundamentally untrustworthy, then Pro. 
fessor Burn must be regarded as a much 
blacker pessimist than those whom he 
criticises. It is the People’s Nationa! 
Party of Jamaica, and the Labour Party 
of Barbados, that are producing leaders 
whom the British Government can both 
respect and collaborate with, and if the 
opportunity is lost there seems to be no 
political future left except boss rule of 
the South American type, or a new and 
more complete crown colony despotism, 
both of which Professor Burn would 
doubtless deplore as strongly as any 
other “ reformer.” 


e 


Theology versus Econ>mics 


Marx Against Keynes. By John Eaton. 
Lawrence and Wishart, 142 pages. 7s. 64. 


It must be pleasantly simple to be a 
Marxist economist. One does not have 
to square the conclusion of any argument 
with historical or current facts ; one does 
not have to consider logical sequences 
on their merits; worsted in any con- 
troversy, one can always, like an unsuc- 
cessfully belligerent street urchin, achieve 
an oral victory satisfactory to oneself 
by shouting “ My big brother can lick 
your big brother |” Mr Eaton’s critique 
of Keynesian theory and of the social- 
democratic policies which have drawn 
(with whatever measure of justification) 
intellectual sustenance from Keynes, 
follows a fairly recognisable pattern 
throughout. A sentence or paragraph 
from the General Theory (or from any 
earlier work suiting the purpose) is 

ted, discussed, and analysed. From 
analysis there emerges an implica- 
tion conflicting with one of the major 
remises of Marxism—such as, for 
ance, the implication that real wages 
may rise under capitalism. That does 
it; Keynes is ipso facto demonstrated 
to be talking nonsense, or, rather, he is 
caught at his diabolical game 
monopoly-capitalist apologetics. Marx 
or Lenin (never mentioned without 
verbal uflections) said something 
with which the criticised statement ¢2n 
be shown to conflict ; and there is an end 
of the matter. 


This theological appeal to authority 
makes an entertaining parlour game {or 

se with nothing better to do, and Mr 
Eaton plays it quite nicely. As a con- 
tribution to the establishment of obicc- 
tive truth it ranks about where it did 
when Galileo’s opponents invoked 
Aristotle. 
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AMERICAN SURVEY 





The Americas Compromise 


Washington, D.C. 


HE Organisation of American States, which includes 
T every independent country in the Western Hemisphere 
except Canada, is geographically more compact and 
politically more haphazard than the British Commonwealth. 
But its successes, which have been surprising, have been 
achieved, as have those of the Commonwealth, by stressing 
those areas where agreement is possible and carefully looking 
the other way when indelicate subjects are mentioned. It is 
always interesting to watch the United States, so fervent a 
champion of rigid moral principles in other international 
gatherings, carefully picking its way among the dubious 
characters who appear at Pan-American meetings and emerg- 
ing triumphant at the end with compromises of the kind 
which are traditionally supposed to delight only cynical 
European diplomats. } 


The meeting which has just finished was no exception to 
the rule ; indeed, the areas 
of agreement, as disclosed 
by the resolutions adopted, 
were larger than had been 
expected. When the 
Foreign Ministers started 
to gather in Washington, 
over the few days before 
March 26th, there were 
justifiable apprehensions. 
None knew what to 
expect from the new 
Guatemalan Minister of 
Foreign Affairs; all 















IMPORTS 


CHIEF US IMPORTS FROM AND EXPORTS TO 
LATIN AMERICA 


to or 
received from 
Latin America 


and to prevent and repel aggression, in accordance with inter- 
American agreements and with the Charter of the United 
Nations and the resolutions of that organisation. 


This was, in essence, a double hint from the United States 
—that it would like a little more help than it had between 
1942 and 1945 in defending South America, should war come 
again, and that it would appreciate the presence of some 
troops from the other Americas in Korea. (Colombia and 
Cuba are preparing some, but none have yet reached the Far 
East). In the end the meeting recommended that each of the 
Republics should examine its resources and see what it could 
do to contribute to the defence of the continent and to the 
security efforts of the United Nations and should then, with- 
out prejudice to its national self-defence, set about training 
and maintaining troops for these purposes. 


The Foreign Ministers also resolved 


to charge the Inter-_ 
American Defence Board 
with preparing, as vigor- 
ously as possible, and 
keeping up to date, in 
close liaison with the 
governments through their 
respective delegations, the 
military planning of the 
common defence. 


The Rio Treaty, which 
began by serving as the 
pattern for the North 
Atlantic Treaty, and was 
then surpassed by it in 





Percentage sent | ee ‘ 
thought they knew only “ es scope, is itself being 
too well what to expect Ea ae broadened on the same 
from the Argentine ; and ‘eae as lines as the later model. 








there were other visitors 
who might have caused 
trouble. The affair of 
La Prensa hung over the 
meeting and the trucu- 
lence of Sefior Paz on the matter at his Press conference 
got him off to a bad start. 


That the meeting had a rousing finish was, in great part, 
thanks to the hard work of Mr Edward Miller, the Assistant 
Secretary of State for Inter-American Affairs, both before 
the conference on his trip round South America, and during 
it. Another reason for all the unanimity was, as Mr Ferdi- 
nand Kuhn pointed out in the Washington Post, that the 
actions of this conference do not have the force of law and 
that they consist almost entirely of recommendations which 
may or may not be followed by the governments whose repre- 
sentatives so enthusiastically joined in making them. 


There were three main subjects on the agenda and all three 
of them contained potentially explosive material, as was scen 
when the draft resolutions started to pour in. The first 
covered political and military co-operation for the defence 
of the continent, 


World 


(By permission of 
the New York 


It is intended that each 
government should main- 
tain continuous represen- 
tation on the staff of the 
Inter-American Defence 
Board, and the signs are that this will be done—if only 
to avoid all planning being left to the United States alone. 


Since both Argentina and Gautemala had made it quite 
clear that they would not send their troops outside their own 
borders, their eventual affirmative votes can only mean that 
they believe other countries should do what they themselves 
are unwilling to undertake. But, as Sefor Paz remarked 
apparently in this connecton, “Argentina believes that 
America is something more than a geographical continent ; it 
is a body of principles.” His affirmative vote can be taken as 
an expression of thanks for the tact displayed by the other 
members in failing to mention La Prensa, except very 
obliquely in a recommendation that newsprint should not be 
rationed in a way affecting the freedom of the press. 

The second main heading of the agenda referred to the 
strengthening of the internal security of the American 
Republics. It reflected the anxiety of the United States over 
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the laxity of some of its good neighbours’ supervision of the 
movements, across borders, of Communist agents. Again, 
there was a universal resolve to recommend a number of 
technical studies, including one 
concerning measures to prevent the abuse of freedom of 
transit, within the Hemisphere, including clandestine travel 
and the misuse of travel documents, aimed at weakening the 
defence of the Americas. 
The preamble made frequent reference to “ the subversive 
activities of international Communism” but many of the 
Foreign Ministers were more interested in the activities of 
enemies nearer home and it may well be the Apristas, the 
Dominican opponents of President Trujillo or men like Dr 
Gainza Paz of La Prensa whose “ clandestine travel” is most 
effectively curtailed. 


* 


But it was the third item on the agenda—emergency 
economic co-operation—which brought the most headaches, 
the largest number of draft resolutions and, in the end, 
probably the greatest measure of relief to Mr Miller. There 
were few among the visitors to Washington who did not 
arrive with the firm intention of making the United States— 
and, by extension, the other Atlantic Treaty nations who are 
in need of raw materials—pay dearly and immediately for 
what they wanted. The United States, by its policies in the 
postwar period, had laid itself open to the complaint that 
the dollars which primary producers had been forced to 
stockpile during the war had lost much of their value by the 
time they could be spent. Its only answer to those who 
demanded capital for development projects, which could only 
be related vaguely, if at all, to the present emergency, was 
that, regardless of their value, the dollars had been spent 
IN a Most intemperate way. 


Brazil was the chief spokesman of those who wanted to 
drive a hard bargain—as its Foreign Minister answered Mr 
Truman’s opening speech he had the chance of firing the first 
gun—but it was joined by every other country when Mr 
Charles Wilson spent an unhappy morning trying to explain 
that even the economy of the United States had its limita- 
tions. Again, there was a compromise which, if its spirit 
is observed, can be considered generally satisfactory to the 
North Atlantic powers. There was a declaration that 

the economic development of under-developed countries 


should be considered as an essential factor in the total concept 
ef Hemisphere defence 


end a resolution that 


during the present emergency period, preference among 
economic development projects should be given in the 
following order: projects useful for defence purposes and 
projects designed to satisfy the basic requirement of the 
civilian economy ; projects already begun, the interruption 
of which would entail serious losses of materials, money and 
effort ; and other projects for economic development. 


The United States did not escape, however, without a 
resolution that 


there should be taken into account the desirability of estab- 
ishing in international commerce an equitable relationship 
between the prices of raw materials, foodstuffs, strategic 
materials and the price of manufactured products. 


There is also a wistful reference to the desirability of 


**AMERICAN SURVEY ”’ is prepared partly in the 
United States, partly in London. Those items which 
are written in the United States carry an indication 


to that effect; all others are the work of the editorial 
staff in London. 
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continuing price controls as long as the threat of SeTious 
inflation persists. This is all laudable, but it is doubtfy] 
how much weight it will have with a Congress which likes 
to remove controls at politically opportune rather than 
economically desirable moments, which seldom wants to 
reduce the price of American manufactured products, which 
artifically supports the price of American farm products, 
and which screams shrilly when the cost of imported ray 
materials goes up. 


Nevertheless this Fourth Meeting of Consultation of 
Ministers of Foreign Affairs of American States has done 
nothing but good, however limited the good may eventually 
turn out to be. There is, among the visitors, a greater under- 
standing of the problems of the United States ; the State 
Department is aware of the depth of the bitterness about the 
aftermath of the war ; and everybody knows a little better 
what is expected of him. No more could have been expected ; 
less could have been attained. 


American Notes 
MacArthur Goes Too Far 


President Truman, with the courage which he always 
shows in a crisis, but which had not been expected on this 
occasion, has at last taken General MacArthur by the horns 
and thrown him out of the Far East. The General has been 
relieved of all his commands, since he has proved himself 
unable to support wholeheartedly the policies of his own 
government and of the United Nations. He is succeeded by 
Lieutenant-General Matthew Ridgway, at present com- 
mander in Korea, who is likely to be much more amenable to 
direction from Washington than General MacArthur ever 
was. The latter’s third, and last, act of insubordination was 
his letter to Representative Martin, the leader of the Republi- 
can opposition in the House, implying that the Nationalist 
troops in Formosa should be used to start a second front on 
the Chinese mainland, and openly saying that in the war 
against Communism the Far East should be put before 
Europe. General MacArthur thus allied himself in public, 
as he had long done in private, with Mr Truman’s political 
enemies and the President was forced to realise that he could 
no longer sidestep the General. 


But by turning General MacArthur out of his military and 
diplomatic pastures, Mr Truman has left him free to roam in 
the political china shop, and the Republicans are already 
shaking the shelves in preparation for his return. The 
damage the General can do is considerable and the President 
will certainly have even more difficulty than usual in getting 
Congress to give him the backing he needs for his foreign 
programmes. But there is no reason to suppose that out 
of the General’s defeat will come victory for his policy of 
attacking Communism in the Far East and leaving Europe 
to look after itself. 


The fundamental issue raised by General MacArthur's 
insubordination is that of civilian authority over military 
commanders. President Truman, in asserting the constitu- 
tional obligation of generals in the field to be bound by 
decisions made by civilians in Washington, will have on his 
side the great majority of Americans, including many who 
sympathise nally with General MacArthur. The only 
excuse for the General was that it was difficult for him to 
avoid filling the vacuum which the Administration had left 
in its Far Eastern policy. It is to be hoped that Mr Truman 
will now fill it himself. Much of the recent uncertainty, ™ 
domestic as well as foreign affairs, has been because the 
President was not supplying the leadership which only he can 
give and which, if his vigorous and dignified handling of the 
aoe aap affair is a reliable guide, he is once more ready t 
provide. 
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Deferring the Bright Boys 


Few Americans would quarrel with the view that the 
United States, being no match in numbers for the Iron 
Curtain countries, must make the best possible use of its 
available scientific and technical talent. But there are deep 
misgivings about the Administration’s plans for deferring 
college students, announced while the House had yet to 
vote on the Bill providing for virtually universal military 
service. This scheme, drawn up by a committee of educators, 
would defer the “ bright boys”: those scoring more than 70 
out of a possible 100 on an aptitude test, to be given in 
May and Fane, and those standing in the upper half of their 
class in the first year, upper two-thirds in their second, and 
upper three-quarters in their third. In addition, all medical, 
veterinary and dental students, as well as graduate students 
in good standing, would be able to put off their military 
service until they had finished their training. 

These standards could be raised or lowered to meet the 
needs of the services, and the scheme would prevent universal 
service from sharpening the present shortages of engineers, 
doctors, and scientists. The colleges would remain solvent ; 
while students who, not knowing when they might be con- 
scripted, have lost interest in their studies this winter would 
return to them with redoubled vigour. The services would 
profit in later years by having more highly trained men 
available ; today both camps and the equipment are short. 


No doubt this is an extremely crude and wasteful way of 
deferring those whose best service will be given outside the 
armed forces or in some specialised work inside them. 
Ability to pass tests is not an infallible mark even of intel- 
lectual ability and disregards many other factors ; moreover, 
the standards of colleges and the level of their student bodies 
vary tremendously, No one, however, has suggested a 
better way. 


It is not on this score that the scheme has been most 
forcefully assailed, and that by two eminent educators, 
President Conant of Harvard and President Dodds of Yale. 
What offends them and many other Americans is the creation 
of an undemocratic “aristocracy of brains” which would 
not only cause resentment among those excluded, but would 
also encourage the gifted—and comfortably off—to believe 
they were entitled to special privileges. Even in the United 
States, where so much higher education is free, most families 
cannot afford to support their sons for four years at college. 
Many feel that such special consideration would harm 
those it was meant to benefit by cutting them off from 
the general experience of their generation. The Administra- 
tion will have to make it very clear that by deferment it 
does not mean exemption, if it does not wish to undermine 
the principle of universal service before it is adopted. 


* * * 


Trouble with Truth 


The Voice of America, which last year, at the height of 
the Korean crisis, was treated so generously by Congress, is 
in disfavour again. The House Appropriations Committee, 
swinging its economy axe in all directions, has lopped $87 
million from a State Department request for funds to build 
13 new transmitters and relay stations. These are needed 
if the Voice is to be picked up on primitive sets behind the 
{ron Curtain and is not to be drowned by jamming. One, 
at least, is already being installed on a fast ocean freighter, 
which can be moved around at need and cannot be overrun 
as some stations in Korea have been. Last year the con- 
struction programme was warmly approved by Congress and 
the first instalment of money provided ; the rest was to be 
spread over the next two years. 


The committee refused to be hurried by the President’s 
plea that the international tension demanded a quicker pace ; 
while reiterating its belief that the Voice of America, properly 
run, was the best instrument for advancing the cause of truth, 
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it complained of avoidable delays, inefficiency and vagueness 
in administration and plans. This gesture of economy made, 
the Voice may fare better in the regular appropriations Bill. 
But many who are convinced the United States should spend 
more, rather than less, on the battle of ideas, also are dis-" 
appointed with what the Voice has to say and how it says it. 
Some feel its programmes are not imaginative enough in 
grasping what will interest those who listen at great personal 
risk. Others, such as Senator Benton, who helped to originate 
the information programme, feel the Voice of America can 
never be really effective and efficient until it is freed from 
the heavy official hand of the State Department. It lacks the 
freedom and flexibility enjoyed, for example, by Radio Free 
Europe. This is an enterprise of the Crusade for Freedom, 
financed by private contributions, which has a transmitter in 
Berlin and is building another in Munich. Better salaries 
than a government department can pay are a great need, if 
first-rate talent is to be attracted from the highly paid 
communications industry. 


It is the contention of the State Department that it would 
be fatal to have the United States speak with two voices 
abroad. In fact, however, this is already happening in the 
field of political warfare as the Department of Defence and 
the Central Intelligence Agency begin once more to add their 
voices to those of the State Department. There are reports 
that Mr Truman may soon create a new Psychological 
Strategy Board to see that the representatives of all three 
sing the same tune as the cold war is intensified. 


x * * 


Labour Takes a Seat 


The United Labour Policy Committee is allowing four 
representatives (two from each of the big trade union groups) 
to sit with spokesmen for agriculture, business and the 
public, on the President’s new Advisory Board on Mobilisa- 
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tion Policy. Labour was only induced to come back to the 
conference table, after its seven weeks’ boycott of defence 
planning, by two promises: that the board would advise 
the President directly, not through its chairman, Mr Wilson, 
and that its advice would be taken. If these promises are 
kept, the labour leaders think they will be able to go over 
the head of Mr Wilson, in their opinion an ogre who is deny- 
ing them their fair share in the defence programme, and settle 
their difficulties directly with the President. 

Settlements of two of these difficulties are already in sight. 
With the departure of General Clay from the Office of 
Defence Mobilisation, labour can have one of its leaders 
appointed as Mr Wilson’s deputy for the asking. And a com- 
promise on the argument over manpower policy has also 
been found ; a new manpower committee will probably be 
appointed, with the chairmanship shared between Dr 
Flemming of ODM and Dr Graham of the Department of 
Labour. But the ULPC, which left the mobilisation pro- 
gramme like a lion, has no intention of coming back like a 
lamb. It insists on being tempted with solutions for all its 
difficulties tied up together in one big package, and so far 
no solution has been found for the wreck of the Wage 
Stabilisation Board. Mr Eric Johnston has been making 
continuous efforts to launch it anew, but every time it runs 
aground on the refusal of the management representatives to 
allow it to handle labour disputes over matters other than 
wages. The Board is now badly needed to decide on a number 
of wage increases, which are due under cost of living clauses, 
but have been held up under the stabilisation formula. 

Even if the Board does set sail again, it will be in danger of 
sinking unless Congress can be induced to pour oil on the 
inflationary waters by giving the Administration sufficient 
powers to keep the cost of living down effectively. Labour 
will expect its package to be meepeed up in a guarantee that 
the Administration will put all its energies into the task of 
persuading Congress to do this. 


* * a 
Television for All—Sometime 


The Federal Communications Commission’s Easter egg 
for the television industry was the announcement of its long 
delayed scheme for opening up the ultra high frequency 
reaches of the air for broadcasting. This would make room 
ne some 70 new television channels, in addition to the 12 
already being used in the ve igh freque range. 
Altogether there will crane eacdiecs oe aout ap 
television stations in over 1,200 communities ; at present only 
107 stations are in operation in 65 cities. But it will be 
next Easter, or the Easter after, before viewers in even a 
few of these communities wilt be able to enjoy whatever 
attraction has by then taken the place of the Congressional 
crime investigation as the most popular television show ever 
offered, and before the manufacturers of television receivers, 
whose present markets are approaching saturation with 
12 million sets in use, will be able to exploit their new 
opportunities. 

Hearings on the FCC’s scheme open in May; after it is 
approved and permits to operate the new stations have been 
granted, the licensees will still have to build their trans- 
mitters—at a time when the electronics industry will probably 
be fully occupied with defence work. By then, even the 
makers of television receivers will be finding it difficult to 
get the materials they need and the sets which are already 
in stock will need conversion before they can receive pro- 
grammes in the ultra high frequency channels. Viewers 
will also need what are called “ more critical ” antennz, which 
suggests that the cat’s cradles of wire which at present dis- 
figure American roofs will develop into crows’ nests, 

The most interesting part of the FCC’s proposal is that 
10 per cent, about 200, of the new UHF channels should 
be reserved for educational televisers, universities, school 
boards, city governments, religious bodies and so forth. 
While there are a number of broadcasting stations operated 
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by such organisations, on the whole they missed the radio 
bus and théy are determined not to be left behind again 
Even if they succeed in getting places on the television coach, 
they will have difficulty in keeping them unless they exploit 
their opportunities quickly. The great difficulty of educational 
broadcasters, whose programmes as a rule have no com. 
mercial appeal, has always been finance, and this is a worse 
problem when it comes to the much more expensive television 
operation. There are a number of possible solutions, of 
which the most fancied is that the rich charitable foundations 
might be interested in developing educational television 
stations. One of them, the Sloan Foundation, is already 
financing a series of adult education programmes in co-opers- 
tion with a television network. 


* * * 
Houses for Defence 


Housing as a whole must tighten its belt this year, but 
there is one exception: new homes, streets, schools, sewers 
and playgrounds must be prove in new defence areas if 
they are to attract the workers they need. This is particu- 
larly true of atomic installations in remote areas, where 
already the government has begun to relax the credit curbs 
now beginning to squeeze the private builder elsewhere. 
One would expect that any other incentives or encourage- 
ment offered by the government to private industry to build 
these houses would be gratefully received. It is true that 
the number of new houses put in hand in January was 10 
per cent above that a year ago, but builders will soon be 
running out of loan commitments exempt from the new 
credit restrictions. 

In fact, however, the opposition of the private builder has 
been so great that the House refused, on the grounds that 
it was “ socialistic,” even to consider the Defence Housing 
Bill. It was sent back to committee and will not reappear 
unless the Senate takes favourable action. Even in the 
Senate, a much reduced measure seems likely to pass only 
because failure to act might precipitate an emergency which 
would justify the government in embarking on a large 
housing programme. 

This “ socialistic” Bill originally provided for $3 billion 
in authority to insure private mortgages; this has been 
cut in half by the Senate Banking and Currency Committee 
and will be confined strictly to houses in defence areas. In 
addition, $60 million is provided for community facilities 
and purchase of land to prevent speculation (there has been 
one instance of this already), and $50 million for direct 
federal building of homes, if, and only if, private builders 
and local communities cannot be persuaded to do the job. 
What the housing lobby was seeking was to remove this 
provision, and to exact special premiums for mortgages on 
defence houses which fall in within three years, and special 
tax privileges. In this fight, the Administration has suffered 
from the defection of an old ally: the Congress of Industrial 
Organisations, on its new high horse, has refused to com- 
promise its principles and support a Bill which it believes 
is inadequate and will lead to rents higher than workers can 
pay. But even half a house may be better than no roof. The 
housing authorities are planning to ask Congress for 4 
greatly tightened rent control act, which for the first time 
would control rents of new housing, and would again bring 
under control states and cities which have been permitted to 
choose freedom, or to pass their own laws. Without strong 
support from the unions, its chances will not be good. 


Shorter Note 
The Senate Crime Investigating Committee has been 
allowed an extra thirty days, until the end of this month, to 
prepare its report. The Senate has also cited twelve witnesses, 
who refused to testify, for contempt of Congress. These 
include such stars as Mr Costello, Mr Adonis, and Mr come. 
and also two whose contempt consisted solely 


refusing to speak in front of the television cameras. 
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When the fuses have blown, when the key-hole can’t be found, when the lighter runs out of petrol 
we turn, almost without thinking, to the sure aid of the match. The match is one example among 
many hundreds in which chemicals by Albright & Wilson, usually anonymously, but so often 
importantly, serve the world at large. Every match made in Britain and countless millions of others 


besides rely on Albright & Wilson’s phosphorous products for the light they give. 
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THE WORLD OVERSEAS 





Baghdad and The Oil Talks 


(From Our Special Correspondent in Iraq) 


HE Iraqi Government and the Iraq Petroleum Company 

have started new negotiations about the revenue per ton 
that Iraq will in future derive from its oil. This important 
news reflects credit on several parties—on the present Iraqi 
Government for taking the sober line of negotiation and 
compromise, and on the oil company for responding to Iraqi 
feelings very much more rapidly than has been its wont in 
the past. But it also reflects great credit on a third group— 
the moderates among the Iraqi opposition. The extremist 
section of the opposition had tabled a motion for “ nationalisa- 
tion of oil” in a mood copied from Persia’s. The word 
“ nationalisation ” is catchy ; it goes with “ nationalism ” and 
other well-grasped conceptions. Nothing would have been 
easier than to shout it, to goad the easily-roused Iraqi crowd, 
and to use it to upset Nuri Pasha’s Government with that 
wave of emotion against the pasha clique that is never far 
below Baghdad’s surface. 
But the moderate oppo- 
sition refrained. Showing 
a considerable sense of 
public responsibility, it 
has so far held its hand. 
The decision of leaders 
such as Saleh Jabr not at 
once to exploit the oil 
question may prove as 
important to the develop- 
ment of their country as 
to the fate of the oil in- 
dustry in the whole 
Persian Gulf area. 

The grievances’ of 
Iraqis against their oil 
company differ somewhat 
from the Persians’ outcry. 
Both quarrel with their 
rate of revenue and with 
their lack of partnership 
in the company’s manage- 
ment. But where the 
Persians also resent the 
discrepancy between the 
profits accruing to them 
and the profits accruing to the British exchequer and share- 
holder, the Iraqi’s third grievance is different largely because 
their company has not made great profits yet. Their major 
complaint is at the rate of oil production. iraq contains three 
known oilfields, all of them operated, under British manage- 
ment, by the same international group. The northernmost, at 
Mosul, has proved insignificant by modern standards. That 
at Kirkuk is immense but remote from markets, and its output 
is dictated by pipeline capacity. It exported 6,000,000 tons 
in 1950 and could have exported double but for the Iraqi’s 
political objection to using the pipes to Haifa in Israel. 
It will, thanks to a new and large diameter pipe, export at the 
rate of 184 million tons from a date in 1952 and at over 
20 million from some time in 1953. 

The three concessions are not identical ; those at Mosul 
and Basra afford the Iraqi state 20 per cent of output as free 
oil. The Iraqi’s chief grievance is, therefore, that the com- 
pany is “ not hurrying over Basra.” They ask why a wartime 


A~Mojor Oilfieids | 
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moratorium on exploration was declared there, while work 
in Saudi Arabia went ahead; and why King Ibn Saud 
was first on the list for a big diameter pipe for the thousand- 
odd miles to the Mediterranean while they, with a mere 600 
miles to go came second; and why the Anglo-American 
combine in the tiny sheikdom of Koweit has produced so 
much faster than the related group at Basra. 

Some of their arguments are unsound, but to some there 
is no answer. The reason why work went faster in Saudi 
Arabia than at Basra is that the former was an older con- 
cession and a field of dimensions was already certain when 
the war curtailed manpower and prospection. The harried 
Allies went for the -field they knew. The Iraqi argument 
that production must be speeded because more money is 
wanted quickly is greatly weakened by the fact that the 
company has lost heavily over the Iraqi refusal to use the 
pipes to Haifa. It is also 
weakened by the fact that 
just round the corner, 
thanks to Kirkuk, is more 
money than Iraq can 
spend at once without 
causing the gravest infla- 
tion. The bill for five- 
year development just. 
tabled in Parliament pro- 
poses the spending of §7 
million Iraqi dinars (the 
dinar is equivalent to the 
£ sterling) out of the 
I.D.91 million that will 
in that time accrue from 
oil alone. Iraqis will not 
listen to the economic 
argument that, as they 
do not need the cash, 
there is from their point 
of view no hurry about 
Basra. Who knows, they 
say, that the oil boom will 


lived in the world of 
Asiatic insecurity, they 
want the exploitation and the profit now. They also want, 
and here their argument is unanswerable, most-favoured 
nation treatment—that is, the same rate of profit as under the 
agreement of December last, the Americans now pay in Saudi 
Arabia. 


SS 

Much hangs upon the Iraq Petroleum Company’s approach 
to the ea Like fae oil copes = the 5 
it is technically height of efficiency. It is also a g 
employer, paying well by Iraqi standards, offering excellent 
rewards to steady employees, looking after their welfare, 
encouraging savings. But, much like its blood-relation, the 
Anglo-Iranian Oil Company, it has kept its nose so close to 
the drill and the pump that it has paid far too little heed 
to local psychology and susceptibilities. Its head office is 
not even in Iraq. It has been slow and obtuse about public 
relations. It has tended to settle grievances through the local 
authorities rather than by means of a chat in the coffce 
shop, and to haggle over trifles. Even in this critical year, 
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it is ready to take the Iraq Government to account over 
whether the gold mentioned in its concession terms is due 
‘at the official or at the unofficial rate. Within the last 
eighteen months it has made some praiseworthy efforts to 
make up for lost time ; it has begun to organise the higher 
technical education of Iraqis and to improve publicity for 
the very considerable indirect benefits that it brings to the 
country’s social life. But it has still to get over a certain 
squeamishness about public relations in the widest sense. 
For its security’s sake, it must devote more time to this, even 
if efficiency is lost, because there is therefore less time for the 
far simpler job of extracting oil. 


One extraneous and little known factor in the situation is 
the recent arrival in Iraq of representatives of an independent 
American oil group. This is making glittering dats for 
production at Basra if the Iraqis will break with their pre- 
sent concessionaire. On the evidence, presumably, of the 
tough Texan drillers at work at Zubair—the IPC geologists 
say they cannot as yet be sure—they offer highly attractive 
prospects of 20 million tons of oil per annum, and that 
quickly. Their credentials include impeccable bank refer- 
ences and the presence, as their legal adviser, of the 
respected figure of ex-Senator Tydings. About some of their 
other representations the Iraqis are not so sure; but they 
are to be seen hobnobbing in corners with sheiks and oppo- 
sition deputies. Maybe the British devil the Iraqis know 
will be judged better than the American devil they do not. 
But the incident constitutes a useful stick to wave at the 
IPC negotiators. 


The points now to be weighed, therefore, are whether 
or no all the companies in the Middle East area—most of 
which are interrelated—must pay an equivalent rate per ton 
to each local government. Clearly this is in their interest ; 
life will not be quiet till they do so. Also is it not now neces- 
sary, in the interests of the companies’ public relations, to 
put up with a little less western efficiency—a debit item—in 
order to be able to enter a credit for a greater share of local 
a a gers in management ? And, lastly, it is the West’s 

usiness what the eastern governments do with their profits ? 
Should the latter be checked from spending these on 
luxuries, as the Saudi royal house is doing, or should they be 
encouraged to devote them to technical and social progress 
by some form of earmarking, or of aid in kind? All these 
are burning questions in the Middle East today. Iraq is 
undoubtedly the best country in which to approach them 
reasonably. It is suitable partly because it has immense 
potentialities for development—rivers, money, a potentially 
fertile desert, a realisation that where it lacks technicians, 
foreigners had best—for the moment—be hired to do the 
job. But it is also suitable because the Iraqis appear more 
capable of sober judgment than are any other of the oil- 
owning peoples in the area. They have proved their restraint 
by agreeing to negotiate. If they achieve, around the table, 
terms that they think fair by prevailing standards, they will 
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have done well not only for themselves but for the free world, 
If the Iraq Petroleum company moves fast enough, the force 
of an Iraqi example might even instil some calm into the 
over-excited Persians next door. 


Signor de Gasperi 
Surmounts Another 


[FROM OUR ROME CORRESPONDENT] 


THE Italian Government has avoided an April crisis by 
novel kind of reshuffle in the Cabinet ? Three Social Demo- 
cratic Ministers reluctantly left their posts in conformi 
with the decision of their party (PSLI) Congress to join ranks 
with the quasi-oppositional PSU. Their jobs have now been 
parcelled out among Ministers who had hitherto been with- 
out portfolios. This leaves constitutional sticklers debating 
whether the present is still the sixth or has now become 
the seventh de Gasperi Government. If a quick journey 
this week by President Einaudi to Naples, ostensibly to 
open a sanatorium, was really undertaken for the sake of 
a colloquy which he held with the elder statesman and 
liberal oracle, the great philosopher Benedetto Croce, then 
the President himself must have been feeling doubts ; and 
there had in fact already been rumours that he was in 
disagreement with the Government on the quite independent 
question of his right to nominate one in three of the judges 
in the new constitutional court. It is suggested that he 
regards this power of nomination as inherent in his own 
office, while the Government, or the Premier, understands 
that advice is to be tendered by itself. These rumours, 
in any case, show that Liberal and independent political 
circles are now watching Signor de Gasperi’s constitutional 
behaviour with marked interest. 


The shelving of the Government crisis has produced reac- 
tions inside the Christian Democrat party showing that here, 
too, the critics are on the alert. The party committee in 
the lower chamber this week invited Signor de Gasperi to 
refrain from officially nominating the former Ministers with- 
out portfolio to the vacant ministerial posts, and instead 
simply to entrust them provisionally with the jobs. That 
would have necessitated a “ proper” Government crisis as 
soon as the municipal elections are out of the way, but the 
suggestion was rejected. 


The resort to a mere internal reshuffle is officially justified 
by the manner in which the PSLI-PSU fusion, due to 
come into operation on May Ist, was this week decided upon. 
Hitherto it had seemed that the PSLI, if it wanted fusion. 
would have to slide on to the official platform of the PSU, 
which has been defined as that of “constitutional opposi- 
tion.” In fact, the PSU has only tardily and dubiously 
accepted the Atlantic Pact and its deputies recently voted 
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against the extraordinary armament credits for the next two 
years. Now the PSU in the person of Senator Romita has 
pledged itself to swallow the Atlantic policy without reserves, 
and the PSLI can claim that it has, while drawing its men 
out of the Government, brought the Government a fresh 
handful of supporters for the most essential and contentious 
of its planks of policy. In reality both the fusing parties 
are sundered internally. It was by a very narrow majority 
that the PSLI agreed to leave the Government, and by a 
still narrower majority that the PSU put Romita in a 
position to make concessions. The PSLI congress had to 
listen to mae earnest warnings from its right wing about 
the perils “ maximalism,” a term harking back to 
the unhappy Socialist history of thirty years ago. 
Maximalism then denoted the middling brand of Socialism 
which attempted to be full-bloodedly revolutionary and 
to maintain an atmosphere of high-minded turbulence 
without tying itself down to the dogmatism of the Comin- 
tern. A similar striving is detected in the left or Silone 
wing of the PSU, and more particularly in the movement 
of the ex-Communist deputies Cucchi and Magnani, and 
the ex-Nennian Matteotti, whom Silone hopes to bring one 
day into the PSULI—the new combined party—with the 
blessings of Comisco and the littl Foreign Office of 
Transport House. 


Meanwhile the municipal elections which have been round 
the corner for some years, and in the case of a Government 
crisis would have been yet again deferred, are due to be 
held for most of North Italy in June and for other regions 
later in the summer. They will afford the first test of 
public opinion since 1948, since the Italian system provides 
for no parliamentary by-elections. In reality the lessons will 
be very difficult to draw. Previous municipal elections, 
since the war, staggered over the years 1946-48, were held 
on the basis of antiquated laws and scrap voters’ lists. Very 
roughly they put a third of Italy’s 8,000 communes in pro- 
Communist hands, but the shadings are manifold. Under 
the new law voting will be by two different systems, the first 
for the 700 odd communes having over 10,000 inhabitants, 
the second for all smaller communes. Both systems attribute 
an absolute majority of the council seats to the list winning 
the top place, namely two-thirds in the larger and four-fifths 
of the seats in the smaller communes, the rest being distri- 
buted proportionally among the less successful lists. But, in 
the larger communes only, there is a faculty of combining 
two or more lists so as to win the top place for a coalition. 
This shape was given to the new municipal electoral law 
largely to satisfy the PSLI whose leaders had laid the 
basis of electoral coalitions with the Christian Democrats. 
But following the Socialist fusion it has now been decided to 
leave the combinations to local initiative. A searching test 
for the new PSULI will lie in its ability to achieve a fair 
measure of coherency in its electoral compacts: in some 
places, at all events, the PSU element will bring it into 
association with the Communists. The municipal results, 
if they show or can be represented as showing a big decline 
in Christian Democrat voting power, will certainly be 
followed by a fresh Communist clamour for the Govern- 
ment’s resignation. 


Pressure Against Land Reform 


But the Government’s future depends much more directl 
on the position inside the Christian Democrat Party itself. 
On his seventieth birthday last week the Premier listened 
to warm tributes even from such a persistent critic as the 
President of the Chamber, Gronchi. There is no questioning 
of the adroitness of the political management which gives the 
country a formal political continuity in such difficult times, 
but there is a 
this order intolerable tensions should be maturing. The 
agrarian reform problem is one upon which it has become 
exceedingly difficult for the Government to speak with any 
c The main land reform law, limiting the permitted 
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size (or, strictly speaking, financial value) of land holdings 
throughout the country has yet to be presented to Parlia- 
ment ; but meanwhile a large and perhaps unmanageable 
body of parliamentarians with some strong expert backing 
are claiming that the “sample law” or advance measure 
relating to selected areas is being applied in a way which 
violates understandings and pledges made to secure its 
passage through Parliament, and on technical and economic 
grounds demand an abatement of this radicalism. 


The Italian situation is, in fact, richly paradoxical, with 
plans for reactivating the industries useful for rearmament 
tumbling over uncompleted efforts to redirect the old war 
enterprises to peace purposes ; while the great aim of level- 
ling up the backward south is freshly compromised by the 
need to concentrate a rapid rearmament effort in the 
northern regions where industry is most advanced. The 
military effort required of Italy is not really on a scale to rule 
Out simultaneous civil progress. But the true possibilities in 
the new situation have not been convincingly presented 
within their real limits. Much room is left both for 
Catastrophic and interested campaigns to abandon sqcial 
purposes for the sake of military strength, and for denuncia- 
tions of the military effort as marking a necessary defeat for 
all social aims. The Government crisis which—though 
deferred—is still on the list of expected events, will give the 
politically expert de Gasperi a new chance for getting the 
public opinion behind him, including those sectors which 
look hopefully to PSULI, on to firmer ground. 


German Generals as they 
See Themselves—I 


[BY A CORRESPONDENT] 


Except for the interval of the Weimar Republic—and even 
then the tradition of the army was retained—the German 
state has for so many decades rested upon the power of a 
military caste that its disappearance after 1945 left a 
peculiarly wide gap in the social structure. The officer corps, 
chiefly Prussian and Protestant in the highest ranks, was 
bereft of the landed estates in Eastern Germany which formed 
its material basis, and was dispersed throughout the pre- 
dominantly Catholic West. Prussia was officially abolished 
by the victor Powers. Not only was the army gone more 
completely than in 1918, but in more shameful circumstances. 
Unconditional surrender and the war crimes trials were hard 
enough to bear ; but the ex-officers have also been embittered 
by the attitude of indifference to their fate which the German 
public, engrossed in its struggle for individual existence, 
showed during the first postwar years. 


The German officer corps is still largely without property 
or power in what is today predominantly a business man’s 
state. But the proposal to re-form a German army, made 
last September by the United States, has brought it new 
self-confidence. On the one hand the former generals feel 
bound to try to explain the attitude of the officers towards 
the Fuehrer and justify themselves in the eyes of the nation. 
On the other hand they are increasingly determined that 
the victors and the nation shall make amends for the past 
treatment which has so embittered them, before they will 
agree to take part in Western defence. 


Among a number of books written with these ends in 
view, three are of particular interest. These books, by 
Adolf Heusinger, Hans Speidel and Heinz Guderian* show 
us the kind of German o the West will have to reckon 
with. Heusinger and Speidel are the advisers to the Federal 
Government who are negotiating with Allied military experts 

* Adolf Heusinger, “ Befehl im Widerstreit,” Rainer Wunderlich 
Verlag. Hans Speidel, “Invasion 1944.” Rainer Wunderlich 
Verlag. Guderian, “Erinnerungen eines Soldaten,” Bei Kutt 
Vowinckel / Heidelberg. 
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Tetal Investment 
National Magazine by Advertisers 
(Gian.-Dec. 1950) 








LIFE $80,365,507 


2nd Saturday Evening Post 63,180,611 
3rd TIME 23,793,870 
Ath Ladies’ Home Journal 22,485,163 


Better Homes & Gardens 19,631,228 
6th Look 17,765,110 
Collier’s 17,397,066 
























Sth Good Housekeeping 15,373,242 
Qth ‘Woman’s Home Companion _11,775,230 
1Qth Newsweek 10,184,717 





The next ten national magazines rank as follows... 11th: McCall's, $9,940,658— 12th: Business 
Week, $7,453,266— 13th: Woman's Day, $7,138,302—14th: New Yorker, $6.919,672— 15th: 
American Home, $6,607,897 — 16th: Vogue. $5,766,582— 17th: Family Circle, $4,462,875 — 18th: 
Parente’ Magazine, $4,337,339 — 19th: Esquire, $4,262,692— 20th: House Beautiful, $4,239,777. 


Source—Publishess’ Information Bureau (Gross Figures). 


IN AMERICA, as here, there is no greater expression of an 
advertiser’s faith in an advertising medium than the size of his 
investment in that medium. It is therefore readily apparent 
(see above) that LIFE and TIME stand high in the esteem of 
American business. And surely there can be no better guide 
than the shrewd experience of American business for any 
British manufacturer who is anxious to build an established 
and profitable position in the world’s most prosperous dollar 
market. For full details, please write to... 


el | IM] 6 LIFE TIME-LIFE INTERNATIONAL LTD., 
4, DEAN STREET, LONDON, W.1 
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about the contribution of Western Germany to the Atlantic 
Pact forces. Guderian, creator of the German Panzerwaffe, 
during the war colonel-general commanding a tank army, 
inspector-general of the armoured formations and finally chief 
of the General Staff of the Army, can perhaps be taken as 
the typical professional officer. It is reasonable to search in 
their memories and views of Hitler’s war for clues to their 
present outlook and principles. 


Hans Speidel groups the military leaders of Germany in 
three categories: the Nur-Soldaten (soldiers only) men of 
blind obedience and good faith, who put their position and 
comfort above political considerations ; the Party soldiers, 
men of ambition following their personal advantage ; and, 
lastly, the “ thinking soldiers ” with the ethos of patriotism. 
Speidel and Heusinger belong to the last and smallest cate- 
gory ; Guderian and a fair majority of officers and men to 
the first. The second category—very numerous at the time 
when Hitler’s star was rising but thinning out during the 
later years of the war—is today publicly represented only 
by Nazis like Remer and some of the more active members 
of the organisation of officers known as the Bruderschaft. 
Outsiders as they now are, these men would get their chance 
only if the present German regime were to fail completely, 
and if the western Allies were to tolerate the development 
in Germany of conditions similar to those of 1923. At the 
moment they are without political weight, though their con- 
fused and dangerous dreams are shared by a wide public 
which likes their touching stories (such as “ Comrade 
Remember ”’) in the illustrated weeklies. 


“Thinking Soldiers - 


In the near future it is the minority of “ thinking soldiers ” 
who will probably guide German defence policy, but not 
without giving full consideration to the views of the large 
majority of Nur-Soldaten. The German General Staff, which 
consisted primarily of members of the army staff, produced 
a higher proportion of “ thinking soldiers” than any other 
military body. It alone had the opportunity to weigh the 
practical possibilities of realising Hitler’s vast and vacillating 
plans. Naturally its members now try to show that they really 
saw the Fuehrer’s irresponsibilities. According to their 
memoirs, the best brains in the General Staff saw that blind 
allegiance would soon demand that they make the impossible 
possible. What men like Guderian, to explain their 
obedience, call “fate” and the “tragedy of the German 
soldier,” appeared to the thinking soldier as the foreseeable 
consequences of the over-ambitious military schemes and 
political dreams of a madman. Fritsch and Beck grasped the 
situation in 1938. The dilemma of these men before and 
during the war is the theme of Heusinger’s book. 

The contradiction between an officer’s conscience and his 
military oath in the changing circumstances from 1923 to 
1945 are shown in reports of conversations. Adolf Heusinger, 
a former lieutenant-general, was in the General Staff from 
1937 and Chief of Operations in the High Command of the 
Army (OKH) until July 20, 1944. He was a witness of the 
OKH’s most important decisions, had constantly to reconcile 
the contradictions between Hitler’s orders and the necessities 
of the front for the chiefs of staff of the armies in the east. 
Like the men in real life, he draws no conclusion from the 
conflict in the minds of his characters. His own person 
recedes into the background though his views are well 
enough known through his participation in the plot of July 
20th. Unemotional and cautious in all his utterances, he 
eluded the inquisition that followed the plot. He records 
how, in a last conversation with Hitler at the end of Sep- 

tember, 1944, he defended his comrades against the wild 
accusations of the Fuehrer, who demanded from generals 
the same immediate, blind obedience as from the common 
soldier. Heusinger rejoined: 
That will not always be easy. The majority of generals 
have had a thorough military education, they are used to 
consultation and co-operation and they feel deeply their 
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responsibility for the troops under their command Tos 

bid them to think, to make them into uncritical tools iat a. 
force them to act against their own conscience can net 
succeed. Y. 


Heusinger, the thinking soldier, speaks for 
German officers who openly revolted against a 
He argues against the new Dolchstosslegende: “The seed 
forces did not succumb to a stab in the back but to the 
enemy's superiority, which was brought to bear upon then 
by a demoniac.” But he excuses those who failed to act 
before it was too- late. He shows that most officers chose to 
remain loyal to their oath and tried, by giving expert advice 
to avert disaster. They failed because Hitler positively 
distrusted the General Staff. 


The main cause of the German tragedy is, one woul 
conclude from Heusinger’s conversations, that the “ thinki 
soldiers ” did not act immediately after General Schleicher’ 
assassination in 1934 or at the time of the 1938 crisis, when 
Fritsch and Beck fell into disgrace. After Hitler’s initial 
successes during the war, the use of force against him would 
have meant civil war. When nevertheless some tried to force 
his hand, it led only to July 20th. Heusinger makes it clear 
that while the common soldiers’ confidence in Nazi leadership 
remained unshaken at least some officers of the army staf 
recognised the impossibility of winning the war. But none 
had the character to take responsibility for surrender to the 
west in time. The fact that Heusinger himself chose the 
path of open revolt does not influence him against those who 
did not follow the same course. He avoids creating aa 
unbridgeable gulf between himself and his comrades of the 
Wehrmacht. When he negotiates in Bonn, he certainly con- 
siders himself entitled to speak for the bulk of the soldiers of 
the old Wehrmacht, “ thinking soldiers” and Nur-Soldaten 


alike. 
(To be concluded) 


After the Auriol Visit 


[FROM A CORRESPONDENT IN PARIS] 


M. Vincent AuvrRIOL is a travelling President. Last year 
in London, this year in Washington and Ottawa, he took on 
conscientiously and unassumingly the task of speaking for 
France in friendly countries. Thanks to his personal quali- 
ties and to the charm and style of Mme. Auriol, the French 
have had the pleasure of watching something which seems to 
them quite novel—a presidential pair who are modern and 
dynamic. 

This American visit seems to have had a more avowedly 
political i tance that the President’s visit to Britain. This 
time M. Auriol was received not by royalty, but by a 
President who is both head of state and leader of a govern- 
ment, and M. Auriol gave more attention to public affairs 
than to the protocol. It was significant that his speeches 
before the American press and before Congress were remark- 
ably more meaty than might have been expected from a 
President of the Republic without responsibility for govern- 
ment. This fact proves how gravely Frenchmen regard 
present circumstances and how much value they attach to 
trust between America and the old world. The French 
President in effect set out to reassure American opinion about 
the vitality of France, and about its will to play an active role 
in the community of free nations. The liberation of 1945 left 
France so stricken—both in spirit and in economic strength— 
by two world wars and by the German occupation that its 
recovery could then reasonably be regarded as doubtful. The 
French, after all, had been eapeing grat sacrifices since 1870. 
The proof that life is strong in France lies in the fact that, 
six years after liberation, the work of technicians and of the 
men and women in factories and fields have achieved the great 
peagnces to which the President pointed. Frenchmen often 
cel that people abroad, especially in the United States, do 
not adequately understand the obstacles that had to be ovet- 
come or the efforts made. Many Americans have made them- 
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selves a picture of France which is a caricature—sympathetic 
in some cases, hostile in others—which has been generally 
superficial. By presenting a truer picture M. Vincent Auriol 
was doing the job a president should do. 

Besides insisting on the vitality of his country, he also 
defended it against those who say that it hesitates to carry 
out its obligations in the world. In particular he was anxious 
to counter the effects of a campaign by the “ neutralists,” the 
strength and intentions of which have often been misunder- 
stood abroad. If certain influential Frenchmen want to see 
French foreign policy more clearly directed towards a con- 
structive end, that does not mean that they are proposing a 
policy of neutrality, or that the French people as a whole are 
tempted by neutralism. 


It was certainly worth saying this in the United States, 
where the isolationists have been quick to turn what they 
claim to be French “ neutralism ” against France. The great 
majority of Frenchmen, who are not Communists, will be 
happy if M. Auriol has helped to get rid of this misunder- 
standing, even if they are not all agreed on support of the 
“ Atlantic policy.” 

That is to say, the French believe that M. Auriol and M. 
Schuman have been working in Washington not only for 
France and for Franco-American friendship but also for 
peace. The French people have followed events in the Far 
East with growing anxiety. The increasingly audacious 
political pronouncements of General MacArthur have dis- 
concerted some and outraged others. No one, in any case, 
has been able to understand how a military chief, the com- 
mander moreover of international forces, could play so freely 
and openly a political game, still less one so dangerous. The 
French are always ready to defend their country for any good 
reason. But they are not equally resolved to involve it, for 
the fourth time in eighty years, in the devastation of war, 
solely at the capricious will of General MacArthur ; and if 
one says that, after all, the obligations of the Atlantic Pact 
are only valid in Europe that does not provide any reassur- 
ance. The French have enough good sense to realise that if 


| war breaks out in the Far East between the United States and 


the Soviet Union hostilities would not be limited to the 
Korean front and American aircraft based in Europe would 
soon be coming out of the hangars. 


As long as General MacArthur was the commander of the 
troops charged with punishing the aggression of June 25, 
1950, all non-Communist Frenchmen had an easy conscience. 
Even if they did not entirely approve of the South Korean 
regime, they had at any rate no doubt about the guilt of the 
North Koreans, and they understood very well the 
significance of Washington policy and the decisions of the 
United Nations. But since then the Commander-in-Chief 
of the United Nations has become a different man ; his speech 
to the Chicago ex-servicemen and his recent letter to Mr 
Martin showed that he had intentions and ambitions com- 
pletely foreign to those of the United Nations and in par- 
ticular to those of France. So long as South Korea is 
preserved the French feel that the chief task is to bring peace 
to a country which has already suffered too much and to lower 
the general tension. For all these reasons the French reaction 
¥ ana MacArthur’s dismissal has been one of profound 
relief. 


Uneasy Indonesia 


THE resignation of Dr Natsir’s cabinet last month has already 
left Indonesia without a government for several wecks. 
President Sukarno has called on the parties and leaders a 
little to the left of the outgoing cabinet to form a new 
coalition, but it may not be known for some time what the 
outcome will be. Dr Natsir had been in power for only 
seven months and his fall had not been generally expected in 
Jakarta. It is, in fact, to be widely regretted. 
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Succeeding Dr Hatta, one of the founders of the new 
Indonesian state and its first Prime Minister, Dr. Natsir 
faced an exceedingly difficult task. At home, he had three 
leading problems on his hands: the continued lawlessness 
and guerrilla activity in Java, the economic difficulties which 
it has accentuated—including the intransigence of the trade 
unions, 75 per cent Communist-controlled—and the constitu- 
tional question of regional autonomy. Abroad, there were— 
and still are—two outstanding problems. The Natsir govern- 
ment, like any other which may come to power in Jakarta, 
fel: bound to try to steer a middle way between the two 
great power blocs of the world ; it had also to establish a 
working relationship with The Hague, its partner in the 
Netherlands-Indonesian Union but its deadly rival for 
sovereignty over western New Guinea (Irian). In the end, 
Dr Natsir resigned over an internal dispute about regional 
elections. But he had already been severely criticised for 
excessive friendliness with the West and for attempting to 
be too authoritarian with the labour unions, 


Fight Against Disorder 


The fact is that, although Indonesia has achieved complete 
independence, its leaders have not yet been able to establish 
full control over their own people. This is not their fault. 
They are on the horns of that dilemma which so often faces 
men who, having come to power, see the difficulties ahead 
of them in a different light from that which they formerly 
shared with their followers. It is now touch and go whether 
the sense of moderation which prevails among many of those 
in Jakarta will be able to communicate itself to the rest of 
the country. The supreme problem in Indonesia is that of 
internal order ; military and police efforts to secure it account 
for 35 per cent of the outlay in a budget which ran last 
year to a deficit of 1,800 million rupiah. Although the back 
of the revolt in South Moluccas appears to have been com- 
pletely broken, over thirty battalions of the Indonesian army 
are now fighting both the extremist Moslem rebels of Dar-ul- 
Islam in western Java and the scattered bands of Communist 
guerrillas in both Java and Sumatra. Nor is the economic 
front much better. Although the Korean commodity boom 
has temporarily brought a gratifying prosperity, inflation has 
sent the prices of rice and clothing rocketing. The price of 
rice, for instance, doubled in the month of February alone. 
The currency circulation, which was cut by the reform of 
May last year from 4,000 to 2,600 million rupiah, has now 
risen again to 4,500 million. All this has naturally given a 
handle to a most maliciously directed strike movement, 
openly encouraged by the Indonesian Communist Party. 


Cautious Foreign Policy 


Taking South-East Asia as a whole, Indonesia is the one 
country where the state of the battle with Communism is 
probably less promising than it was a year ago. It is true 
that there is no immediate emergency in Indonesia—as there 
is in Indo-China, Malaya and Burma—but the trend there 
is still the wrong way, whereas there are new grounds for 
hope that a corner has at least been reached in the other 
countries. Dr Natsir’s government pursued a very cautious 
foreign policy and it is likely that his successor will do the 
same. The present Indonesian leaders are just as concerned 
about not becoming too involved with the Communist powers 
as they are with the West. The Peking Government, for 
instance, recently asked if it could increase the number of 
Chinese consuls on the basis of so many consuls to so many 
thousand Chinese inhabitants. But Jakarta has replied with 
neat guile—“It all depends what you mean by Chinese.” 
And there the matter may well rest for many months. While 
encouraging and helping the present parliamentary regime 
in Jakarta to the best of their ability and as far as the 
Indonesian leaders themselves will permit it, the western 
powers must avoid above all trying to force the pace of 
closer association. 
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The Budget 


A S a prescription strictly related to the inflationary 
malady that besets the national economy this year, 
Mr Gaitskell’s first Budget is a workmanlike mixture ; 
and some of its ingredients, notably the changes in the 
Health Service, the increases in the “ reduced rates ” of 
income tax and the refusal to raise the bill for subsidies, 
make the decision to administer it definitely courageous. 
It is also, as the Chancellor himself quite justifiably 
claimed, an honest Budget. It tries to apportion the 
burden equitably, and it scorns subterfuge. But honesty 
is no shield against error. Measured against the needs 
of longer-range policy, this Budget errs grievously, as 
an earlier article demonstrates. There may also be flaws 
on a short-range analysis, with which this article is 
primarily concerned. Even on the Chancellor’s own 
figuring, it is questionable whether the disinflationary 
prescription will prove strong enough to prevent the 
threatened acceleration of the spiral tendencies of 
inflation. 


In presentation and reasoning, however, the Budget 
followed the precepts of disinflationary finance much 
more closely than any previous Budget has done. At 
every step, the Chancellor firmly and clearly related the 
budgetary position, and each proposed change in taxa- 
tion or in expenditure, to the notional savings-investment 
account for the national economy as a whole. Hence he 
specifically rejected the widespread but faulty assump- 
tion (which even crept into last year’s Budget speech) 
that any particular significance attaches, in this context, 
to the “ overall ” balance of central Government revenue 
and expenditure. Instead, his budgetary analysis was 
focused on the surplus or deficit shown by a true current 
account of Government transactions ; this is the “ above- 
line” portion of the Alternative Classification, which 
excludes all capital items from the conventional account. 
The Chancellor therefore rightly ignored the “ below- 
line” account ; the relevant items in this are reckoned 
separately as part of the investment that has to be 
financed from the nation’s whole flow of savings—includ- 
ing, of course, the current Budget surplus. 


On the conventional basis, the Chancellor was con- 
fronted with an even larger deterioration in the “ above- 
line ” account than had been generally assumed before 
the appearance of the Economic Survey. Total ordinary 
expenditure in 1951-52, including {£160 million for 
supplementaries to bring defence estimates into line with 
the increased programme announced in January and 
including £40 million for the first interest payments on 
the American credits—a provision that has to be made 
because it cannot be known now whether circumstances 
will justify a request for waiver—is put at £4,197 million. 
On the old basis of taxation, Inland Revenue was 
expected to be buoyant—{150 million more from income 
tax, {7,000,000 more from surtax and {£37 million more 
from profits tax and EPT. On the other hand, Customs 
and Excise, despite their buoyancy in 1950-51, were 
expected to drop by £40 million, three-quarters of this 
loss being attributed to an expected drop in consumption 


of beer, wines and spirits. Heavy declines are aly 
envisaged in receipts from surplus war stores and trading 
services. Hence the net gain in total ordinary revenye 
is put at only £120 million, making a total of £4,098 
million. 

Measuring the Gap 


On this basis, the conventional “ above-line ” account 
showed a prospective deficit of £99 million, in contras 
with last year’s realised surplus of £720 million, 
total worsening of £819 million. Fortunately, the 
deterioration in the true current account, which is what 
matters from the point of view of disinflationary budget- 
ing, is very much less than this. Capital expenditures 
included in the conventional “ above-line ” account will 
be £282 million larger in 1951-52 than they were last 
year—principally because stockpiling outlays will rise by 
£130 million, while trading stocks are expected to rise 
by £3,000,000, whereas last year they fell by {108 
million. In addition, the capital items of revenue to be 
excluded from the conventional account will decline by 
£62 million. In consequence, the deterioration shown 
by the true current account was put at £344 million less 
than that shown on the orthodox Budget. On the exist- 
ing basis of taxation, therefore, the true current surplus 
was expected to fall from £561 million in 1950-51 to 
£86 million in 1951-§2. 

From this figuring, the Chancellor proceeded to esti- 
mate the size of the inflationary gap that needed to be 
bridged. To the expected decline of £475 million in 
the flow of savings from the central Government he 
added an expected £15 million fall in the savings of 
other public bodies—the local authorities and the social 
insurance funds. He estimated, however, that {170 
million of this shortfall would be made good by an 
increase in private savings and that a similar relief would 
be provided by a reduction in the money value of invest- 
ment at home and abroad. While home investment i 
the fiscal year is expected to rise by £30 million, external 
investment—that is, the surplus on the overseas balance 
of payments—is expected to fall by £200 million (com- 
pared with a fall of £229 million estimated by the 
Economic Survey for the calendar year). The estimated 
rise of £170 million in private savings apparently allows 
for a moderate fall in personal savings, since the 
Economic Survey forecasts (for the calendar year) that 
gross corporate savings, excluding stock appreciation but 
including tax reserves, would rise by £189 million—and 
their rise should be greater in the fiscal than in the 
calendar year. On these assumptions, the Chancellor 
concluded that the inflationary gap to be bridged was 
about £150 million—approximately the amount im 
by the Economic Survey. 

Mr Gaitskell emphasised, as he had been expected to 
do, that despite the additional taxation necessitated 
the bridging of the gap, the greater part of the new 
burden to be shouldered by the public this year will be 
thrust upon it by rising prices—mainly attributable to the 
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steep rise in import costs. He set his face against the 
demands that attempts should be made to insulate the 
consumer from this rise, and declared that the bill for 
food subsidies should be maintained at last year’s ceiling 
of £410 million. The only concession in this context 
was a decision to increase old age pensions—but not 
until October Ist next, and only to persons five years 
older than the ages at which the existing retirement 
pensions start. This relief, which will be accounted 
through the National Insurance Fund, will cost £39 
million in a full year, but only £19 million this year— 
thereby raising the prospective gap to virtually {£170 
million. 


The Tax Changes 


The tax changes proposed will, according to the 
Chancellor’s reasoning, exert an almost precisely corre- 
sponding disinflationary effect, for this is estimated at 
£168 million—although only £ 138 million of it figures 
as a net addition to the Budget surplus. The remaining 
£30 million represents an assumed consequential increase 
in savings by companies. Of the tax increases, by far 
the most important is a uniform increase of 6d. in the 
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standard rate of income tax and in the “ reduced rates ” 
that apply to the first slices of taxable income. This is 
expected to bring in {100 million this year and {114 
million in a full year, but £27 million of this year’s 
expected gain (and {32 million of a full year’s) is relin- 
quished by increases of {10 in the married allowance 
(to £190) and child allowance (to £70). The net yield 
of £73 million thus accounts for rather more than half 
the year’s additional taxation. Most of the remainder 
comes from increases in Customs and Excise—{35 
million from an increase of 443d. a gallon in the petrol 
duty, £20 million from purchase tax (after allowing for 
concessions costing £2,500,000) and {6,000,000 from 
an increase in the entertainments duty. 
The two most contentious changes—the increase 
in the tax on distributed profits from 30 to 50 per cent 
and the abolition of the initial allowances, which are 
fully discussed below—will have scarcely any effect on 
the Budget accounts this year. The increased profits 
tax will yield only £8,000,000 gross this year, and 
£3,000,000 of this will be consequentially lost in income 
tax ; next year, however, the gross yield will rise to 
£125 million and the net to nearly £66 million—before 
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allowing for the cost (£4,000,000 net in a full year) of 
an associated concession to director-controlled com- 
panies. The Chancellor’s reckoning assumes, however, 
that the need to provide for increased profits tax payable 
in 1952-53 will lead companies to reduce their dividends, 
and that this will fortify gross corporate savings by £30 
million this year. The abolition of initial allowances, 
which takes effect next year, will not, of course, bring in 
anything this year, but for a full year the budgetary gain 
is estimated at £170 million—offset by a precisely corre- 
sponding reduction in company savings. Although the 
change is delayed, the Chancellor’s reckoning optimistic- 
ally assumes some disinflationary effect this year—on the 
supposition that the coming abolition will help to produce 
a “ significant ” reduction in civil investment. Without 
this assumed cut, the investment total requiring finance 
(which includes certain defence outlays) would have been 
larger, and the prospective inflationary gap correspond- 
ingly so. It is for this reason, and because of the doubt 
whether the aggregate amount of dividend payments will 
in fact be so substantially reduced this year as Mr Gait- 
skell estimated, that the sufficiency of his effort at disinfla- 
tion is open to question. 


These tax changes, when viewed as a whole, make it 
plain that the Chancellor has worked on the reasonable 
assumption that retrenchment among the lower income 
groups should be sufficiently ensured by the lag in wages 
behind the rise in the cost of living. Among these 
income groups, the only people who will be significantly 
hit by the tax changes are the unmarried workers. The 
effect of the increased income tax allowances is actually 
to reduce the tax liability of married couples without 
children when the income of the man is below about 
£7 a week, and where there are two children there will 
be reductions until income reaches {21 a week. It is 
noteworthy that, by working through income-tax allow- 


EFrrect oF Tax CHANGES ON REVENUE 


j Estimate | Estimate 
Exchequer | for 1951-52 | for 1951-52 
| Receipts in | at 1950-51 | at New 
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ances instead of family allowances (which are ta 
income) the Chancellor has given relief over eae 
range of incomes. or 


The middle and upper income ranges, 
carry most of the burden not only of the income tar 
changes but also of the other tax increases. The addi 
tions to purchase tax are on items far removed from the 
general cost of living, while the concessions on varioy; 
household goods will of course be of relatively greate; 
significance for those of moderate incomes. The opi 
new impost that will primarily hit these income group 
is the charge for dentures and spectacles. 


however, wil 


Purchase Tax Changes 


The purchase tax increases will yield £22 million this 
year while the concessions will cost just over £ 2,000,000: 
in a full year the net yield will be £29 million. Th: 
increases are from 33} per cent to 66} per cent upon 
cars (which will bring in £12 million this year and {17 
million in a full year), and upon radio and television 
sets and certain gas or electrically operated domestic 
appliances (£10 million this year and £144 million ing 
full year). Against these, the Chancellor conceded free- 
dom from tax for a wide variety of household articles 
previously taxed at 33} per cent—including kitchen 
utensils, wringers, hot water bottles and rolling pins. 


The Economic Survey last week declared that “ home 
supplies of many durable consumer goods produced by 
the metal-using industries will have to be reduced”; 
and the increases in purchase tax have been designed 
partly to effect this reduction. The selective effect of 
purchase tax in discouraging home consumption of 
particular articles has until now been used mainly to 
encourage their export: now it is to be used in addition 
to encourage diversion of production to defence. The 
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Estimate for Estimate for 
1951-52 |) a Full Year 
Incano REVENUE t £ 
Income Tax: | 
Increase of 6d. in the standard rate of income tax and 
in each of the two reduced rates of tax .......... + 100,000,000 | + 114,000,000 


Increase of £10 (to £190) in the married allowance 
Increase of 410 (to £70) in the child allowance. ... 
Increase in the income limits for the dependent 
relative allowance 
Suriax: 
Reduction in the rate of surtax for 1951-52 charge- 
able on income over £20,000 from 10s. 6d. in the £ 
ON Ds. 0 TOME oo iss cnnccecconttiuedaxnvancees 
Income Tax and Profits Tax: 
Suspension of the initial allowances in respect of 
expenditure incurred on or after 6th April, 1952.. 
Profits Tax: 
Increase in the rate of profits tax on distributed 
profits from 30 per cent. to 50 per cent........... 


— 15,000,000 | — 18,000,000 
— 12,000,000 | — 14,000,000 


— 400,000} — 500,00 


eee ee eee eee eee eee ee ee 


— 1,000,000 


+ 170,000,000 


+ 125,000,000 








Consequential loss of income tax*..........-..+++ — 59,575,000 
Withdrawal of the exemption in favour of certain 
public utility undertakings and charge of their 
profits at the 10 per cent. rate............00000 + 2,000,000 
Consequential loss of income-tax®..............++ - soe 
Increase in the amount of directors’ remuneration 
allowable as a deduction in the case of director- cn ay) 
controlled CaMPAMIES 6... vvcicdscivccoccvececsece — 17,750,000 
Consequential gain in income tax*........0e+e00 + 3,700,000 
ToTat INLAND REVENUE ......000000s00: + 315,125,000 
aa 
Customs anp Excise A 
Customs: 
Hydrocarbou Olls........cccsscsscccccosccececes + 33,500,000 
bt ccleinl 
etal Coates: oo sides ideoed cb cab sacs + 35,500,000 
Excise: _———— 
Re yOI cos ieee oh ee + 2,500,000 


Entertainments Duty 


+ 10,000,000 
Purchase Tax 


‘| + 29,000,000 


TOOT Ree 


satanic 

LES LIS I, F SIRI + 28,400,000 | + 41,500,000 

| a 

Tota Customs AND EXcise............- | + 61,000,000 | + 15,000,000 
deumnocsbto-sseseerepseaieetnaspesaieensenenscaejlingsnttnesctineetisietatitiassansesiaasiiimasm attaaiiantias N siiiesaninaiiantaeeatielieance ae 

Total Inland Revenue and Customs and Excise... ...... [438,300,000 | +-388,125,000 


* Calculated by reference to the new rates of income tax proposed. 
+ Subject to possible reduction as indicated i: the Budget Speech. 
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principle is obviously acceptable and preferable to 
physical controls over production : but . its efficacy . is 
likely to vary between different industries. Rearmament 
is expected to make considerable direct demands upon 
the radio and television industry, and in particular upon 
the makers of components. Restraint upon the buy- 
ing of radio and television sets is therefore logical. The 
industry will have to expect some general shrinkage in 
sales ; but for this reason it is entitled to expect that 
whatever demands the defence programme will make 
upon it should be formulated expeditiously. Demands 
of defence upon the manufacturers of power-consuming 
domestic appliances such as washing machines and 
refrigerators are generally not direct ; but these are the 
sections of the engineering industry in which the Survey 
required “a number of firms . . . either to switch over 
themselves to defence orders or to release labour for 
such work elsewhere.” As in the case of radio, shortages 


| of materials would probably have begun to reduce output 


of these appliances very shortly, whatever the state of 
demand. 


So far as restraint upon home consumption is con- 
cerned, the doubling of purchase tax upon private cars 
is in a somewhat different category. Home supplies of 
cars have been governed since the war fairly strictly by 
physical control, and this has worked effectively ; though 
the “allocation” of cars to the home market takes the 
form of a request by the Ministry of Supply to the 
industry as a whole and to individual firms, the industry 
has complied with it (and by retaining the allocation 
scheme for sheet steel the Ministry has a lever over the 
industry that it has generally not needed to apply). The 
increase in purchase tax, therefore, does not necessarily 
mean that the home demand will be cut down by a single 
car below the 80,000 already laid down for this year. It 
means that the 80,000 motorists concerned, many of 
whom ordered the cars several years ago, will be forced 
to pay substantially more for them—or else give 
up their places in the queue. Even so, it is fair 
to note, second-hand car prices have been promptly 
lifted. For makers of ket osloed and specialist 
cars, whose special circumstances have always been 
recognised by allowing them to sell a larger pro- 
portion of output at home, the 663 per cent purchase 
tax may have a more significant effect ; these makers 
have not the long order-books of the companies ne 
cars at what used to be called “ popular ” prices, thoug 
their large proportion of business customers may have 
more elastic purses, ‘particularly if they can get deilvery 
before the initial allowances disappear. In their case the 
Chancellor’s secondary purpose may eventually be ful- 
filled ; but in general this new burden on the home 
motorist is not likely to influence the industry towards 
greater exports or further participation in rearmament. 


Entertainments Tax 


The increase in entertainments tax (upon only those 
commercial entertainments paying the full rate of tax, 
which -eutoie the live pense, Cosnell ne cricket) has 
occasi pained surprise in the cinema industry: more, 
perhaps, than is justified. The pain, no doubt, is real, but 
the various sections in the industry that in recent months 
have been urging the T to take responsibility for 


reasury 

extending schemes that would have the effect of increas- 
ing admission prices for their benefit can hardly be sur- 
prised when it does so partly for its own. There is not 
much evidence that this tax, though extremely high, is 
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yet approaching the point of diminishing returns (as the 
Chancellor appears to concede in the cases of the beer 
and tobacco duties). Box-office returns have receded 
from the peak of the immediate postwar years, but appear 
now to be levelling off: television may eventually become 
as powerful an influence on attendance as tax. The 
increases in the tax (which in cinemas amount to an 
average of 2d. per admission) will bring in about £10 
million in a full year ; but the Treasury is again to allow 
the industry £2,500,000 of this—a halfpenny a seat. 
Discussions have already begun about the sharing of this 
additional cinema revenue between the different branches 
of the film industry: the Chancellor laid down the prin- 
ciple that “this time the larger part of the Exchequer 
remission goes to the producers.” Last year’s “ Eady 
scheme ” took the form of a general increase in admis- 
sion prices, with an increase in tax only upon the more 
expensive seats; of the additional {2,500,000 thus 
raised in cinema revenues, the exhibitors kept half and 
passed the remainder on as a “ voluntary levy ” to a fund 
set up to share the money among producers. Similar 
arrangements are presumably in mind now. Of the 
£5,000,000 to be added to the revenues of the film indus- 
try during this year and last, perhaps £3,000,000 should 
accrue to the producers, many of whom in any case are 
making films only with the assistance of Government 
finance advanced through the National Film Finance 
Corporation. 


Petrol 


Another increase in the petrol tax (which now 
will reach 1s. 103d. a gallon) had been commonly 
expected—but that will not lighten its impact. This 
will fall mainly on transport and industrial costs, though 
it will make private motoring (particularly in the over- 
taxed prewar vehicles with a high fuel consumption that 
still comprise two-thirds of the cars on the road) more 
costly. Business and public service undertakings buy 
about 8 5 per cent of the motor fuel (petrol and diesel oil 
for road vehicles) used in this country ; and inexorably 
the tendency must be to pass on this total increase in 
costs (perhaps £30 million of the £35 million the tax 
will raise in 1951-52) to the consumer. The Chancellor 
held that the increase of 44d. a gallon amounted to only 
about 2 per cent of the operating costs of commercial 
and passenger vehicles, and that this “ on its own ” would 
not justify any increase in fares and freights. This 
increase, however, will not remain “on its own” ; with 
the accumulating rises in other costs, it is idle to suppose 
that any increase, however small, can long be prevented 
from contributing its proportionate effect In any case, 
to the extent to which the tax is “ absorbed,” it merely 
repletes company savings and thus has no disinflationary 
effect. The British Transport Commission expects the 
increase in tax to cost it just over £3,000,000 a year ; 
in company with the private Road Hauliers’ Association, 
it was immediately ready to declare that road haulage 
rates would have to go up. The expectation of higher 
London fares will certainly be enhanced. 


There is no repetition this year of the wasteful attempt 
to safeguard agriculture from the effects of the increased 
tax on light oils. Last year’s plan to compensate farmers 
whose petrol-driven tractors were affected (though gas 
oil or kerosene driven tractors were not) by a subsidy 
to offset the cost of the tax was an utter failure. Farmers 
are now in the same position as other industries using 
light hydrocarbon oils, such as paint, plastic, rubber, and 
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linoleum makers. These suffer from a tax designed to 
affect road users simply because the Treasury’s definition 
of these spirits is based upon chemical formulz, and not 
upon their use on the road or elsewhere (a distinction 
that has been conceded in the case of heavy oils). 


Profits Tax Increase 


It would have been too much to expect that Mr 
Gaitskell in his first budget would have been prepared 
to turn a deaf ear to the demands behind him for a 
further impost on profits. In this part of his speech 
he came closest to purely political argument and 
furthest from the conspicuous fairness of his broad 
economic approach. Profits had been increasing 
rapidly ; so had dividends, though the Chancellor chose 
to demonstrate the increase in dividends not in terms 
of cash but in terms of percentages. The Chancellor 
approved an increase in profits resulting from efficiency, 
but not an increase in “the whole level of profits” 
resulting from “the general economic climate and not 
through the aptitude of individual managements.” 
Whether this is an adequate description of the increase 
in profits that has taken place is a matter of political 
taste ; if it is, the question of responsibility for “ the 
general economic climate” surely arises. 


In present circumstances, Mr Gaitskell argued, “ we 
simply cannot afford such substantial increases in divi- 
dends”; they add (in the Chancellor’s view) directly 
to inflationary pressure and also to claims for higher 
wages. It has never been clear why profits retained by 
industry are not equally “ inflationary ” if they are used 
to expand the demands for fixed capital and stocks 
beyond the capacity of the economy to meet them. But 
it is at least a matter for relief that the Chancellor has 
rejected the idea of statutory control of dividends ; if 
he felt that action against increases in dividends was 


demanded, he was indeed wise to use the existing profits 
tax. 


Whether he has done so in an equitable and logical 
way is open to doubt. His professed concern is to stop 
“* substantial increases.” The instrument he has chosen 
to do this involves not only increases but the whole 
corpus of preference and ordinary dividends as it now 
exists. With effect from January 1, 1951, the rate of 
profits tax on distributed profits is raised from 30 per 
cent to 50 per cent, leaving the tax on undistributed 
profits unchanged at 10 per cent. Only a small yield will 
accrue to the Exchequer in the current fiscal year from 
this change—f5 million after the abatement of income 
tax, compared with £66 million in a full year. But the 
Chancellor assumes that the prospect of the increased 
liability for profits tax in 1952-53 will encourage com- 
panies to pay out less in dividends than had been esti- 
mated, and he is counting on £30 million of extra savings 
by companies this year to assist in filling the infla- 
tionary gap. At the combined rate of 10s. 64d. on undis- 
tributed profits, this sum is equivalent to just over £60 
million gross. According to the National Income White 
Paper, some £827 million was distributea in dividends 
and interest by companies in 1950. If it is assumed that 
interest absorbed one-eighth of this total, last year’s 
dividend payments must have absorbed about {£700 
million. The Economic Survey’s calculations already 
assumed an increase in 1951 of nearly £200 million in 
undistributed profits, though it did not disclose any 
estimated figure for dividends. It is asking a good deal 
to believe that £60 million will be found without further 
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inroads on industry’s real capital—in other words, with- 
out counting on a further profits inflation. 


The effective combined rate of profits tax and income 
tax, assuming full distribution of profits, will now bs 
13s. 3d. in the {—the Chancellor will take twopence 
for every penny that the preference and ordinary share. 
holder receives when profits are divided up to the hilt 
In the case where no dividend distribution is made, the 
combined rate will be 10s. 64d. The effect of the profits 
tax changes can be summarised thus: 


eens 







1950-51 1951-1952 
E Income tax, Income tax 
Division of Profits 9s. in the £ 9s. 6d. in the f 
rofits tax, Profits tax 
10% undistr. 10%, undiste 
wW% distr. 


Ful! distribution: 
Combined rate of profits tax ......-..... 
Combined rate of profits tax and income tax 





a 


| 
| 50 V9 distr. 
25%, 35-72% 
58-75%, 66 25% 
=lls. Min the £ | = L3s. kd. ig the £ 
No distribution: 
Profits tax 
Combined rate of profits tax and income tax 


10% 10%, 
“5% | §2-75%, 
| = 10s. Id. in the £ | =10s. 64d. in the f 


For equity share investors who require to calculate 
total earnings percentages allowing for the full effect of 
profits tax, the simplest procedure will be to deduct 
35% per cent from gross earnings and express the 
remainder as a percentage for the ordinary capital. But 
complications multiply as soon as gearing is introduced, 
for then the remainder has to be dividad rateably 
between the preference and ordinary capital. The gear- 
ing factor will make a great difference to the relative 
prospects of different ordinary shares at the higher rate 
of distributed profits tax ; other things being equal, the 
greater the proportion of preference capital that has to 
be provided for, the more difficult it will be to maintain 
a given rate of ordinary dividend. To have raised the 
distributed profits rate to §0 per cent without making 
any attempt to end the fantastic anomaly that equity 
shareholders bear its full weight not only in respect of 
their own dividends but also in respect of preference 
dividends is surely impossible to reconcile with the 
Chancellor’s professed object of penalising dividend 
increases, It is now high time to rename the ordinary 
share ; for purposes of profits tax, it has become, in its 
treatment as distinct from its deserts, the inequity share. 


Initial Allowances Suspended 


At a quite early stage in his speech, Mr Gaitskell 
announced that he decided to suspend, as from 
April 6, 1952, the initial allowances of 40 per cent on 
plant and machinery and 10 per cent on industrial build- 
ings, mines and oil wells. The arguments command a 
certain respect. The allowances were introduced under 
the Income Tax Act of 1945 with the object of stimula- 
ting capital expenditure and encouraging modernisation. 
Such a stimulus, the Chancellor holds, would now 
endanger the defence and export programmes ; the 
allowances can be reintroduced when it becomes desit- 
able to stimulate investment again. 

There are undoubtedly ways in which the allowances 
have unduly encouraged investment. The sole trader of 
part owner of a director-controlled business who may 
be paying an effective rate of 158. in the £ was obviously 
well content to buy a motor car without too much regard 
for price so long as he could charge 65 per cent of its 
cost against a single year’s profit. It may also be truc 
that to suspend the initial allowances is a better way 


of checking the demand for equipment that is desperately 
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needed for defence than reintroducing the fantastically 
difficult licensing system for machinery that operated 
during the war. But it is still possible to question the 
wisdom of a complete withdrawal of the allowances, 
compared with reducing them to their original level of 
20 per cent. And it is an odd coincidence that in the 
very week in which the Tucker Committee has been 
arguing that the initial allowances could be used to pro- 
vide all the relief that is necessary for industry to offset 
the erosive effects of inflation on its fixed assets, the 
Chancellor should decide to withdraw them altogether. 


The year’s notice may have odd effects—for example, 
a possible stimulus to the prices of secondhand equip- 
ment and an unexpected burden for companies that 
ordered new plant long ago, but cannot expect delivery 
within the next twelve months. But it will make some 
concerns that have blithely assumed that the 40 per cent 
allowance was a permanent interest-free loan look foolish 
if they have taken and used full credit for past allow- 
ances. The true nature of the initial allowances was fully 
examined in two articles in these columns on June 25 
and July 2, 1949. Put shortly, the point is that in the 
income tax year 1953-54 many concerns will find them- 
selves receiving a smaller capital allowance for taxation 
than they need to maintain the progressive writing down 
of their assets ; they will have to provide from taxed 
profits the difference between what is allowed by the 
tax authorities and what is required to satisfy their 
accountants. For many this will be a very painful 
obligation, not least because net profits in 1953-54 will 
bear a higher rate of tax charge than the reliefs obtained 
from the allowances of earlier years, unless in the mean- 
time the allowances are restored. 


The yield in a full year (which will in fact be three 
years off) is put at £170 million. Industry had no pre- 
scriptive right to an annual interest-free loan of this order. 
But it is impossible not to connect the decision to sus- 
pend the initial allowances with the increase in profits 
tax and to regard both as the first step in a new doctrine 
of posteriority for industrial capital. Is it so certain 
that the process of modernisation can be safely threatened 
in this way? Is it sufficient to hold that the claims of 
investment in the public sector—settled by a crude pro- 
cess of interdepartmental bargaining without benefit of 
the restraining influence of the rate of interest—have 
absolute priority in their own right ? It is quite clear 
that the strains of finance on industry, already serious 
though they are, will become greater in the next few 
years and that the Chancellor has thought it proper to 
add to them. 


Social Services under Pressure 


In framing his Budget the Chancellor was faced with 
estimated expenditure of £1,615 million on the social 
services and food subsidies this year, compared with 
£1,589 million in the 1950-51 estimates. This £1,615 
million was divided, broadly speaking, as follows: £400 
million on national insurance and assistance and war 
pensions; {£400 million on food subsidies; {£400 
million on health ; £250 million on education ; and £150 
sp wie on housing, local grants and the Ministry of 

ur. 


It was obvious from the first that the £400 million 
for national insurance and assistance would have to be 
increased if those “ completely and continuously depen- 
dent ” on these benefits were not to experience very real 
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hardship in the period of rising prices that lies ahead. 
Mr Gaitskell’s task was to see that increases went only 
to those urgently in need of them. His solution has 
been to raise the standard weekly rates of old age pen- 
sion, for men over 70 and women over 65, from 26s. for 
a single person and 42s. for a married couple, to 30s. 
and 50s. respectively ; these increases will come into 
effect on October 1st. Other old age pensioners will 
receive the same rates as at present, but those who 
remain in work will be allowed to earn up to {2 instead 
of £1 per week before any reduction is made in their 
pension ; moreover, each year’s work after normal retire- 
ment age will bring an addition of 3s. per week to their 
eventual pension (against 2s. per week previously). 
There will be no increases in basic rates for war pen- 
sioners—on the grounds that most of them are working 
and earning—nor for sick or unemployed adults, pre- 
sumably on the ground that people must do more 
towards tiding themselves over such temporary mis- 
fortunes, There will, however, be special adjustments 
for war pensioners in real need—adjustments that will 
cost the Exchequer about £600,000 a year. No pro- 
vision has been made for any general increase in national 
assistance payments, nor will family allowances be raised. 


On food subsidies, the Chancellor sadly remarked 
that he had been “ faced with conflicting advice. Some 
argue that in order to hold the cost of living it would be 
right to increase the food subsidies ; others say that £410 
million is already much too high a figure and it should 
be reduced or cut out altogether.” The politician in 
Mr Gaitskell has adopted the expected compromise and 
the subsidies are to be kept at £410 million as before. 
It seems probable that this decision will lead to a rise 
in the average individual’s food bill of over 8d. a week 
this year ; possible ways of passing on this burden to 
consumers are discussed in a separate note on page 884. 


Health Service Charges 


The Chancellor revealed that the original estimates 
presented to him for 1951-52 put the gross cost of the 
health service at about {£495 million and the net charge 
falling on the Budget at £425 million; these esti- 
mates were about {£30 million above last year’s levels. 
He decided that they must be pruned by £25 million 
and to this end all adults needing denture work (except 
expectant and nursing mothers) and all adults who 
order spectacles through the national health service are 
henceforth to meet about half the cost out of their own 
pockets. Until now the public has generally made some 
contribution towards the cost of spectacle frames, but the 
cost of the lenses themselves—about £3 per pair if 
opticians’ fees are included—has been borne wholly by 
the Exchequer. These new charges (the effects of which 
were accounted in the civil estimates and do not, there- 
fore, fall within the budgetary changes) should bring in 
about {13 million in 1951-52 and {£25 million in a full 
year; they will be accompanied by administrative 
economies spread across the whole service. It seems 
reasonably certain that this desirable principle of impos- 
ing specific charges for use of the health service would 
have been pushed some way further but for political 
passions. 


There are apparently to be no major economies in 
education expenditure except that implied in the deci- 
sion, announced some weeks ago, to increase by id. the 
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price of school meals. The school building programme 
seems to have been jostled through unscathed. The 
Government discussed whether the school leaving age 
might be lowered or the school entry age raised, but 
rightly decided against either proposal. 

The Chancellor made no detailed reference in his 
speech to the £150 million expenditure on housing 
subsidies, local grants and the Ministry of Labour. This 
was perhaps his most serious omission. The country 
is now to enter a period of rising prices with one sector 
of the community living in accommodation for which it 
pays less than an economic rent (thanks to subsidies and 
rent restriction) and the other sector living in—often 
much worse—accommodation for which it pays more 
than an economic rent (thanks partly to the scarcity value 
that rent restriction on other houses creates). The latest 
National Income White Paper puts central government 
and local authorities’ subsidies on rents in 1950 at £65 
million ; this subsidy is quite separate from the hidden 
subsidy contained in the low rate now charged on housing 
loans to local authorities. Yet the opportunity to effect 
retrenchment here has not merely been missed—it has 
been passed over as apparently unworthy of comment. 


The Insurance Fund’s Surplus 


One other step that the Chancellor announced in his 
speech deserves to be noted here, although it has 
no direct bearing on the budgetary problem. For the 
past two years the national insurance and the indus- 
trial injuries funds have together been running an annual 


Taxation 


HE Chancellor of the Exchequer took occasion in 
his budget speech to thank Mr Millard Tucker 
and his colleagues for their report on the taxation of 
company profits, which was published three days earlier 
—and had in its turn followed hard on the heels of the 
new Income Tax Consolidation Bill. He confessed, not 
surprisingly, that he had not been able to study the 
Committee’s recommendations in detail; indeed, his 
decision to suspend the initial allowances traverses one 
of the principal recommendations of the report so com- 
pletely that this fact was clear without explanation. Mr 
Gaitskell has put off until next year any question of 
legislation on the report (presumably certain of the 
points in it may be implemented before the Royal Com- 
mission on Taxation reaches its conclusions) and he now 
awaits the reactions of industry and commerce. It is 
already clear that these are mixed. 


The terms of reference of the Tucker Committee were 
narrowly concerned with the definition of trading profits ; 
only eight out of 529 sections in the new Consolidation 
Bill are devoted to definitions, but their importance is 
fundamental. The committee has applied two guiding 
principles to them: first, that taxable profits should 
correspond as closely as possible to profits computed by 
established accountancy practice, and, secondly, that 
reasonable simplicity is to be preferred, even at some 
cost to equity, to further complexity. These are admir- 
able guides provided that established accountancy prin- 
ciples are equal to the responsibility placed upon them 
—and the proviso, unfortunately, is necessary. One of 
the main functions of the committee was to give guidance 
on the taxable capacity of business in a period of rapidly 
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current surplus of between {£160 million 
million—thanks to the shortfall in unemployment Ca” 
the original 8} per cent estimate. The Chancellor esi. 
mated that the national insurance alone was 
currently running a surplus of £140 million—alt 
this will be reduced by the increased pensions benefit; 
from October onwards. Part of the income of both thes: 
funds has come from the “supplement” that th: 
Exchequer makes to the contributions of each employed 
and self-employed person, and another part of it ha 
come from the annual Exchequer “ grant” laid dow, 
under the National Insurance Act ; in each of the hs 
two years the Exchequer has paid out between £14; 
million and £155 million in this way. It has now beea 
decided that the Exchequer’s payments to the national 
insurance fund will be cut to the level required to keep 
the fund in balance, but without a surplus. This book- 
keeping switch of funds from one public account to 
another will not, of course, have any effect on the level 
of taxation that has to be imposed. It may, however, 
carry with it two pregnant possibilities for the future, 
In the first place, it may make the way politically easier 
for a subsequent increase in insurance contributions— 
apart, that is, from the small increases already due after 
next October. Any such increases would, of course, be 
wholly similar in their effect to increases in taxation. 
Secondly, given the conventions about the investment 
of insurance funds, the switch may have some signifi- 
cant implications for the gilt-edged market, into which 
the greater part of the insurance funds’ annual {165 
miilion surplus has hitherto gone. 


of Profits 


rising prices, and on this matter official opinion in the 
accountancy profession has shown itself to have very set 
views. On this crucial problem of inflation and its effects 
on profits ascertained on conventional lines, the views of 
the committee come as a very great disappointment. 


In his 1949 Budget statement, Sir Stafford Cripps 
accepted industry’s complaint that the existing 20 per 
cent initial allowance on plant gave insufficient help 
towards financing the enhanced cost of new machinery 
and he doubled the allowance. He went on immediately 
to mention further representations on “the whole 
question of calculating profits in a way which can take 
care of marked changes in price ” and announced that a 
committee would be set up to consider the “ technical 
issues which arise in connection with the computation of 
taxable profits.” Given this background it is surprising 
that the Tucker Committee should at first have 
questioned “whether problems of this kind could be 
said to affect the computation of business profits and so 
fall within our terms of reference.” The committee 
took steps to discover that its views were wanted and it 
has given them without evident enthusiasm. 


The committee’s approach to this basic matter 1s not 
concerned with the impact of inflation on ..1¢ main- 
tenance of real capital. It states its attitude quite 
bluntly: “We are unable to agree with the view that a 
proper system of computing profits must necessarily 
take into account changes in the value of money.” All 
the schemes for revalorisation of assets or for the creation 
of replacement reserves “ amount to a proposal that 4 
business should be relieved altogether from tax on some 
part of its true profits, that is to say, upon its profits 
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as computed on ordinary accountancy principles.” It 
would be hard to beat this as an example of begging 
the question. The recommendation of the Institute of 
Chartered Accountants is quoted as authority and is 
apparently considered to be final. The “ minority view ” 
of the opposite “ school of thought ” in the controversy 
that has “agitated” accountants “was not strongly 
pressed before us.” This is simply not good enough. The 
official bodies of the accountancy profession cling to exist- 
ing principles because they are fearful of the admittedly 
enormous practical difficulties of making accounts tell 
the economic truth in a period of rapid price changes. 
When the report talks of a “ minority view ” can it really 
mean that the committee is unaware that businessmen, 
economists and many accountants now agree that profits 
computed on obsolete conventions of historical costs, 
so far from being “true,” are largely meaningless ? 
“Profit” is a word already in political disrepute ; it will 
soon be professionally discredited too unless it can be 
made to denote an increment in the real substance of 
the assets of a business ; the test must be whether it can 
be paid away, in dividends or taxes or in financing 
expansion, without impairing the physical stuff of the 
business as it existed at the start of the trading period 
in which the profit was made. If “ ordinary accounting 
principles ” had been established, not in an era of reason- 
ably stable monetary values, but in the China of the 
last decade, the point would not need to be argued. 

Having taken this stand, the committee recognises that 
the increasing cost of replacing assets—fixed and current 
—involves additional capital requirements that indus- 
try cannot provide itself, so long as its profits, struck 
before providing for such increased cost, are taxed at 
existing rates. After examining schemes for revalorisa- 
tion (that is, recomputing the values of fixed assets for 
purposes of allowances by reference to an index of 
prices) and for special replacement allowances, the 
Tucker Committee rejects them as being inequitable as 
between different classes of business or impracticable 
in administration. This negative conclusion is particu- 
larly unfortunate, for the committee has undoubtedly 
given anxious attention to the problem. Some form of 
revalorisation must be evolved if “true profits” are to 
be arrived at ; perhaps with a change of heart the impos- 
sible will take only a little longer. Unaware that the 
initial allowances would shortly be suspended, the com- 
mittee in fact recommends that they should be used 
as a method of providing relief: it recommends that 
a minimum rate should be prescribed and that this 
should be varied to take into account changes in the 
price level of the plant in question on the one hand 
and of the value of the industry in the national economy 
on the other. This last is dangerous doctrine: differen- 
ual rates of tax based on the presumed merit of the 
services rendered to the community would be thoroughly 
objectionable. Most people would agree, in midwinter, 
that the National Coal Board merited greater relief than 
the ice cream manufacturer but at midsummer a different 
view might prevail. Ships (as the report argues) are 
more important than fairgrounds, but which will earn 
more dollars this summer: a cargo boat importing fruit, 
or Battersea Park ? 

As a limited means of providing finance for fixed 
assets in the form of interest-free loans, initial allowances 
have considerable merits. An article in The Economist 
of July 2, 1949, showed that the total of such loans with 
allowances at 40 per cent might amount to as much as 
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£2 billion at the maximum. So long as businesses con- 
tinue and constantly replace their assets, initial allow- 
ances can provide an important infusion of capital into 
industry of a more or less permanent nature. They have 
the further merit that they automatically ensure that the 
relief is used for the purpose intended, the financing of 
the new plant, and it more or less coincides with the 
expenditure. There are two drawbacks. The first is 
that the relief takes the form of a reduction in the tax 
liability of the business and this reduction inflates and 
distorts the balance of free profit. Many concerns now 
offset the immediate benefit of the initial allowance by 
setting up an equivalent reserve ; but there are others 
that do not. Should the benefits not be distinguished 
from ordinary income by being earmarked in a statu- 
tory reserve ? Secondly, initial allowances do nothing 
to help traders whose assets are in stocks rather than 
plant or buildings. The need of such traders can be just 
as great and deserving as that of industrial concerns with 
much plant to maintain ; the committee’s logic in refusing 
relief to holders of stocks on the grounds that it would 
involve preferential treatment appears faulty. No doubt 
the practical difficulties would be great ; but to say that 
there is no ground of principle on which relief could be 
justified is going much too far. If the Tucker Com- 
mittee has never heard of the modern black magic by 
which inflation dissipates capital in the guise of income, 
the compilers of the Economic Survey certainly have. 
They estimate that such “ profits” in 1951 will amount 
to £700 million ; the Survey excludes this amount from 
its computations of gross income—yet more than half of 
this “income ” will be paid over in taxes. 
. 


There will be widespread regret that the committee 
has been unable to recommend that income tax should 
be charged on a current year basis. But there are serious 
difficulties—the impairment of budget flexibility, acute 
transitional problems and the immense complication of - 
provisional assessments. Even so, the feeling remains 
that the committee may have been somewhat daunted 
by a superabundance of conflicting evidence and by 
Inland Revenue objections on the score of practicability. 
Perhaps the change may come not as a result of a public 
inquiry but from the Inland Revenue itself—acting on 
the Chancellor’s orders, as was the case with PAYE. 
The worst features of the present system are the 
anomalies that arise in tax assessments in the opening 
and closing years. Partnerships, with their frequent 
changes in constitution, are particularly affected by the 
present rules, and the tax assessments levied on indivi- - 
dual partners frequently vary widely from the profits 
they actually receive. The report makes recommenda- 
tions that should remove these anomalies with a minimum 
of legal and practical difficulty. 

Disappointment with the report’s negative conclu- 
sions on inflation and the basis of assessment must not 
obscure its many valuable recommendations. There 
are more than sixty of these, many of wide 
scope and highly technical ; together they would provide 
a major improvement of the taxation law. The proposal 
that sur-tax should be spread at the taxpayer’s option 
by averaging the rate over five years will be a gain to 
equity at comparatively small cost to the Revenue. The 
recommendations that losses should be carried forward 
without time limit against future profits of the same 
business, and for one year against other income, are 
important advantages. The proposal that there should 
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be set-off of group profits and losses is sensible and 
overdue: it is also proper, as the report recommends, 
that inter group stock profits should be eliminated. It 
is disappointing that the Chancellor is to strengthen the 
law in the opposite direction. 

The chapter on the computation of profits gives a 
valuable exposition of existing rules and makes many 
useful proposals. The doctrine based on Lord Davey’s 
dictum in Strong v. Woodifield that disbursements, to 
be admissible for tax deduction, must not merely be 
made in the course of the trade but must be for the 
purpose of earning the profits, is condemned. The 
“wholly and exclusively” rule is justified, provided 
that any given expense may be apportioned between 
business and non-business purposes: it need not be all 
or nothing. The cost of tax appeals, whether successful 
or not, ought to be admissible. Revenue expenses 
incurred before the legal date of commencement of busi- 
ness should be allowed ; so should expenses of acquiring 
leases. There will be some disappointment with the 
committee’s acquiescence with the disallowance of repairs 
to assets purchased in a defective condition. The decision 
in the Law Shipping Case was natural, but it works 
unfairly and the injustice is aggravated by the importance 
that the revenue authorities attach to it. 


The committee approves the proposition that relief 
should be given in respect of the wastage of all assets 
that are used up for business purposes. The capital 
allowances are slowly broadening down from precedent 
to precedent: the industrial buildings allowance was 
given by Sir John Anderson in 1945 on grounds, not of 
right, but of expediency. Now, however, the Tucker 
Committee is able to conclude that “a tax which refuses 
to give an allowance for the depreciation of all business 
premises is not limiting itself to a tax on income, but is 
encroaching on capital ” and it recommends that all com- 
mercial buildings should be covered by a depreciation 
allowance. The comment that the work and loss of 
revenue involved “ may perhaps lead to a decision that 
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the reform must be postponed till more Prosperous 
times ” is, however, surprising: are owners of commer. 
cial buildings to continue to pay a tax on capital in orde: 
that the general body of taxpayers shall not be called 
upon to pay a heavier tax on their income ? There are 
many other proposals in this section: those concerned 
with mining overseas will find that their careful evidence 
has been heeded and it is pleasant to note that cemeteria; 
and the Mersey Tunnel have at last established thei; 
genus ! 


In dealing with Profits Tax the only important recom. 
mendation made by the committee is that the presen: 
allowance for directors’ remuneration in director-con. 
trolled companies—at present a total of £2,500 or 15 per 
cent of the profits with a maximum of {£15,000—should 
be increased. This is to be conceded in the next Financ: 
Act, for the Chancellor is raising the maximum t 
£4,500. The hardship previously suffered by this 
limited class can be measured by the cost of the reform 
—4 million in a full year. The committee has “ much 
sympathy ” with the view that preference dividends 
should be treated for Profits Tax purposes in the same 
way as debenture and other interest and that the conse- 
quential switching over of company finance from prefer- 
ence shares to unsecured notes is undesirable, but it 
concludes that these matters are outside ‘ts terms of 
reference and passes them over, leaving the Chancellor 
to make matters worse by raising the distributed profits 
tax to 50 per cent. 


It is clear that on the majority of matters it should 
be possible to accept the findings of the Tucker Com- 
mittee without detailed re-examination. But it is also 
quite clear that on the major issue of depreciation and 
costs the last word has not been said: industry, econo- 
mists and the so-called “ minority school ” of accountants 
should see to it that the Royal Commission is not left in 
ignorance of the full force of their views. This stone 
that the builders have rejected may yet become the head- 
stone of the corner. 


14, 195) 


The National Dividend in 1950 


HE National Income White Paper for 1950 follows 

faithfully in the footsteps of its predecessors. It 
presents a first estimate of the nation’s economic outturn 
in 1950 and a radical revision of many of the estimates 
put forward in previous years. This should not be 
treated as a cause for complaint ; the official statisticians 
are to be commended for their readiness to reveal the 
many instances in which paucity of information has led 
them into errors in earlier estimates. The latest batch 
of estimates will undoubtedly be subject to similar 
revisions in their turn. The “national income 
approach ” to economic analysis and planning—although 
it is the best approach that can be adopted—is still one 


that winds over treacherous and shifting statistical 
ground. 


According to the latest estimates, the gross national 
product—that is the money value of all work done in 
this country—rose by £517 million, or 44 per cent, last 
year, to a total of £11,970 million. In 1949 it had risen 
by £801 million, or 74 per cent. Since the average 
price of all goods entering into personal consumption is 
believed to have risen by about 2} per cent in ryso, 
compared with 2 per cent in 1949, it would seem at 
first sight that the size as well as the money value of 


the national cake must have risea less in 1950 than it 
did in 1949. The compilers of the National Incoms 
White Paper are convinced, however, that this is a false 
deduction. The rise in prices to consumers last year 
was apparently more than accounted for by the rise in 
import prices. Domestic enterprises seem to have 
turned out more goods, but the money value of their 
output rose less than proportionately ; for example those 
enterprises that figure in the official index of industrial 
production are believed to have increased their output 
by 8 per cent but their receipts by only § per cent in the 
year. Thus the rise in individual productivity, and the 
restraint shown by both workers and profit-takers, kept 
down the domestic cost of living—and also made British 
goods unnecessarily cheap for the foreigner. When 
allowance is made for this, it is believed that the rise of 
£517 million in national product last year represent 
a real increment at least as great as the rise of {£801 
million in 1949. 

What happened to this £517 million increase? The 
second column of Table II shows that, broadly speaking, 
70 per cent of it went to personal consumption and 30 
per cent was devoted to improving the foreign balance, 
by increasing the export surplus. The other two sources 
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that could have laid claim to part of the dividend— 
public authorities’ expenditure and gross investment— 
showed little change from the year before. Within the 
category of “ gross investment,” however, there was an 
important change. Fixed investment (thanks chiefly to 
the erection of more buildings and the installation of new 
plant) rose by £80 million to £2,162 million, but invest- 
ment in stocks and work in progress fell by {100 


million ; the White Paper estimates the value of the 
. physical increase in stocks and work in progress at £215 


million in 1949 and £115 million in 1950. There has 
been some misconception about this latter figure. The 
White Paper’s definition of stocks includes all products 
on the assembly lines, all British exports still on the high 
seas and all goods on retailers’ shelves as well as raw 
material stocks. Since the rate of output in industry 
was about 84 per cent greater towards the end of 1950 
than towards the end of 1949, and since the volume of 
exports increased by 155 per cent, there was 
almost bound to be some increase in total stocks 
during the year. The fact that the increase is 
estimated to have been {£100 million less in 1950 
than in 1949 (when industrial output increased 
in much the same proportion) is a clear sign, however, 
that some users of raw materials must have been scraping 
the bottom of the barrel by the end of the year. 
Government-held trading stocks of food and raw 
materials are shown to have fallen by £132 million in 
1950, whereas in 1949 they fell by only £19 million ; 
part of the latest decline, however, reflects-the return 
of certain commodities to private trading. 


ed 

















TABLE I—Gross NATIONAL PRODUCT IN 1949 AND 1950 
({ Million) 




















1949 1950 
. Profits, | Profits, 
Wages » Wages | 
and on | Total and aoe Total 
ee) ciation Salaries | ciation | 
Agriculture, forestry and | 

fGhing ... edys senapeoeed 250 371 621 248 362 610 
Mining and quarrying ..... 348 56 404 350 43 395 
Manufactaring..........s06 2,720 | 1,439 4,159 | 2,929 | 1,489 4,418 
Building and contracting... 442 156 598 465 159 624 
Gas, electricity and water.... 120 117 237 131 120 251 

| iransport and communiea- 

THORS °.. cas'ews cehanledvadis 629 329 958 652 324 976 
Distributive trades......... 638 867 1,505 675 886 1,561 
Other services ..........066 666 535 1,201 694 545 1,239 
Ownership of dwelling houses eos 458 438 eee 448 448 
Services of public authorities 

(including health and edu- 

Callatlls<sstraecuig essere 1,058 9 | 3,155 | 1,125 | 102 | 1,227 
Domestic services .......... 99 - 99 96 = 
Services to non-profit-making | 

bodies .3 .edeshds0ab00on 51 i 51 a 

eerie | nenrenteeeennaenn| nent | | NN | TT 
Gross domestic product. .... 7,021 | 4,405 | 11,426 | 7,418 | 4,478 | 11,896 
Net income from abroad .... 27 = 
Gross national product at fae- | 
SOP ONE vs.cs us npeuesnees 


11,453 11,970 


Although the £517 million increase in gross national 
product in 1950 was £284 million less than that in 
1949, the rise in the national wage bill (at £240 million) 
was £35 million bigger and the rise in the salary bill (at 
£150 million) was exactly the same. It is not so easy 
to assess the true rise in profits, even if one accepts the 
admittedly tentative official estimates ; for “ profit ” is 
what Ruskin once called a “chameleon word ”—it 
can change colour according to the speaker’s taste. If 
depreciation is allowed for at inland revenue rates and 
Windfall profits from stock appreciation are included, the 
trading profit of companies fell by £92 million in 1949 
and rose by £204 million in 1950 ; if profits on stock 
éppreciation are excluded (on argument that they 
will be needed for stock at higher prices), 
then the trading profits of companies and public cor- 
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porations rose by £51 million in 1949 but by only £25 
million in 1950. The rise in profits of sole traders 
and partnerships is estimated at {5,000,000 in 1949 and 
£30 million in 1950, if profits from stock appreciation 
are included. For the rest, professional earnings rose by 
some {10 million and income from rents by £13 million 


TasLe I1—DisposaBLe INCOMES (AFTER TAX) AND EXPENDITURE 
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in both years, but income from farming, which had risen 
by £43 million in 1949, to about four and three-quarter 
times its 1938 level, fell by £2,000,000 in 1950. 

All these estimates, of course, are struck before allow- 
ing for the depredations of the tax collector, who in each 
of the last five years has garnered between 26 and 28 per 
cent of all personal incomes—and a considerably larger 
proportion of corporate incomes. The first two 
columns of Table II show the White Paper’s estimates 
of disposable incomes—that is to say gross incomes 
minus direct taxes—accruing to persons and companies 
in 1949 and 1950. It is estimated that personally dis- 
posable income (after providing for accruing tax 
liabilities) rose by £448 million in 1950—or by £26 
million less than personal expenditure. Gross personal 
saving is accordingly estimated to have fallen by £26 
million to £332 million, or from 9}$d. to 83d. out of 
every pound of disposable personal income. This was 
not so substantial a fall as might have been expected in 
view of the storm signals presaging future price 
increases that were hoisted before every consumer’s eyes 
in the second half of the year. Nor, indeed, do the 
detailed estimates of the pattern of expenditure show 
much sign of precautionary buying in 1950. Men very 
sensibly bought 9} per cent more clothes and they or 
their wives bought 14 per cent more furniture and 
furnishings than in 1949, but increases in sales of such 
things as women’s clothes and footwear actually lagged 
behind the rate of increase in disposable incomes. A 
surprising proportion of the 3 per cent average increase 
in consumption, in fact, was accounted for by increases 
that were associated with a higher standard of living 
rather than with precautionary restocking. Expenditure 
on tobacco, alcohol and cinema-going rose during 1950 
after having declined in 1949 and earlier years, while 
the biggest percentage increase of all (thanks to petrol 
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de-rationing) was the 184 per cent increase in the volume 
of private motoring; actual expenditure on private 
motoring, in fact, rose by 33} per cent, thanks partly to 
the increased price of petrol. PARE Ge 5 
Taste I1I—FINaNciNG OF Gross DomeESTIC CAPITAL FORMATION 
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| Domestic Saving 
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| 1938 1949 | 1950 1953 | 1949 | 1950 
i | | Ree eS Ros 
Depreciation provisions by 
exterprises . . Ce bo iaaia SST 9” | 1,022 | 47 40 41 
Additions to company’s free 
WENGCOR. 54s50sshuseusels 232 430 364 | 30 21 15 
Gross personal saving....... 223 358 352 29 I 13 
Set aside through action of 
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Gross domestic saving ...... 175 | 2,327 | 2,505 | 100 | 100 100 
Lendiag by foreigners....... 16 —-W | —229 ‘on bce os . 
Gross capital formation ..... | 845 _| 2,297 | 2,277 


The first columns of Table II also show that com- 
panies and public corporations added £116 million less to 
free reserves in 1950 than in 1949, although the reserves 
they had to accumulate against accruing tax liabilities 
were £135 million greater ; the swing round in this 
latter item was due to the doubling of the rate of initial 
depreciation allowance on plant and machinery in the 
1949 Finance Act. The fall in the rate of accumulation 
of free reserves by companies, together with the 
estimated fall in personal savings, had a marked effect 
on the pattern of financing of capital formation. Table 
III shows that saving resulting from the action of public 
authorities financed more than 50 per cent of net 
domestic capital formation last year ; in 1938 this saving 
had been a minus quantity. 

The emergence of the Government as the largest net 
purveyor of new savings must necessarily have had an 
impact on the pattern that new investment has assumed. 
The White Paper contains fuller estimates of the shape 
of capital expenditure than have previously been avail- 
able ; these estimates, which are summarised in Table 
IV, are backed up by the preliminary results of a sample 
census of investment in manufacturing industry in 1948 
and 1949, the details of which are to be fully 
described in a forthcoming issue of the Board 
of Trade fournal. The division of investment activity 
between the different industrial groups in Table IV is 
not completely clear-cut, since purchases of such things 
as road vehicles, second-hand plant and office furniture 
have not been allocated to particular groups. Neverthe- 
less, the ratio of capital formation to gross current output 

shows rather startling variations from one group to 
another: in 1950 this ratio was over 70 per cent in the 

s, electricity and water industries, about 9 per cent 
in manufacturing industry as a whole and about 8} per 
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cent in the “public services” sector (which includes 
health and education, but also a wide range of Purely 
administrative expenditure). Within § manufacty; Y 
industry itself, the biggest increase in investment actiy; 
in 1950 was in the chemical and allied trades and j, 
metal manufacture ; there was no visible Correlation 
between increases in investment in individual industries 
and increases in company profits in those indy. 
tries in 1949 (as shown in another new table in thi 
year’s White Paper). 

This indication that the distribution of investmen 
shows no consistent relationship to either output » 
profitability of the several industrial groups is not, of 
itself, proof that investment activity was misdirected 
last year ; it is merely a sign that the old (and admitted); 
imperfect) mechanism whereby scarce  investmen 
resources were channelled into the most profitable forms 
of capital formation, is no longer functioning now tha 
the Government has such a preponderant voice in the 
capital market. The tendency to disregard the profit. 
yardstick of the trend of demand, and to regard profit 
as something that is almost socially pernicious, can have 


Taste [V—Capitat EXPENDITURE ON FIXED Assets. om 
(£ Million) 


1949 1950 
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(Buildings | Buildings, 
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some odd results. In judging last year’s outturn of the 
national economy, for example, there is food for thought 
whether official encouragement of a time-lag between 
rising import prices and rising retail prices (at the 
expense of profits) did not lead to an undesirable diver- 
sion of the whole increment of production towards con- 
sumers—especially foreign consumers—and also to 4 
dangerous fall in raw material stocks. It may be that 
much of the value of these annual national income 
statistics—wide as the margin of error contained in 
them necessarily is—will be found increasingly to be in 
the light that they throw on unexpected outturns of this 
sort. The statistics provide a check on the past—as well 
as raw material for the future—of economic planning. 
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CHROMIUM 





HIE only workable source of the element chromium is 


chromite, a compound of chromium, iron and oxygen 
mined in Russia, Africa and Turkey. Chromium is known 
everywhere as the plating on taps, hardware and motor 
fittings, but it has other and more important applications. 
Alloyed with steel, for example, it imparts superior strength 
and surface hardness, and it is from chromium that stainless 
steel derives its resistance to corrosion. As well as being the 
source of chromium, crude chromite ore is used to make 
heat-resisting firebricks and cements for the construction of 


furnaces. Chromium derives its name from the Greek 


“\poua”’, Meaning colour, because its compounds are 
almost always coloured. Known as chrome pigments, some 
of these — the chromates of lead, zinc and barium for 
example — are used extensively for colouring paints, lino- 
Jeum, rubber and ceramics. Chromium sulphate is important 
in tanning, and potassium dichromate in the dyeing of wool, 
silk and leather. Other chromium compounds are used 
in photography and in the manufacture of safety matches. 
1.C.I. makes a complete range of chrome 

pigments for the paint, linoleum and 

rubber 


chromium compounds as catalysts in the 


industries, besides employing 


manufacture of aviation petrol and 


methanol, an industrial alcohol. 
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Business Notes 


Markets and the Budget 


It was perhaps paradoxical that, on the morrow of a 
Budget that had raised distributed profits tax to 50 per cent 
and had given notice of the suspension of initial allowances 
in a year’s time, the Financial Times index of ordinary shares 
should have risen by 2 full points to 124.6, its highest level 
for over three years. In part this performance reflected the 
City’s relief that the Budget revealed no deliberately vicious 
Socialist drive against capital—and perhaps a failure to 
realise fully just how seriously industry’s capital will 
eventually be affected by the measures now proposed. The 
relief helped to bring to the market some investment 
funds that the cautious had been holding back. More 
specifically, however, this post-budget strength of industrial 
equities apparently reflected a feeling that higher tax imposts 
—even on distributed profits—will come out in the wash of 
general inflation—at any rate for the not inconsiderable 
number of companies that would still have a large earnings 
cover for present ordinary dividends after providing for tax 
at the new rates. Apart from a few shares with a capital 
gearing that exposes them harshly to the increased tax, 
almost the only real falls on Wednesday were in brewery 
shares, for some investors had strangely expected a reduc- 
tion in the beer duty. Shares hit by increased indirect 
taxation—such as entertainment shares and radio retailers— 
were marked down modestly at first but met little selling, 
while radio and television producers recovered fully from 
their initial mark-down on the thesis that purchase tax has 
been increased on their products only because rearmament 
should tend to keep their order books full. At the opening 
of business on Thursday the mood in the industrials market 
seemed a little more restrained than on Wednesday, but 
there was no sign of any substantial falls. 


For the first hour of business on Wednesday, the gilt-edged 
market also seemed inclined to look the Budget squarely and 
firmly in the face, but, as the switch to industrials proceeded, 
it very naturally sent gilt-edged prices down. This down- 
ward movement seemed to have gathered a little more 
momentum by Thursday’s opening, and, if the market is 
right in its apparent assumption that the Budget will still 
leave an uncovered inflationary gap, this tendency may con- 
tinue for a time. The Chancellor’s very mild observation 
in his Budget speech that rising interest rates had helped to 
damp down investment may be a sign that the Government 
has at last joined the ranks of those who do not regard 
this automatic (though imperfect) corrective to inflation with 
_ ——— it seems unlikely that it is much more 
than that. 


The Future of Food Prices 


The Chancellor’s prudent decision to hold the bill for 
food subsidies at £410 million means that food prices will 
rise appreciably during the coming year. The Minister of 
Food is expected to announce shortly the increases he pro- 
poses to make in the retail prices of the rationed foods in 
order to keep within this ceiling. Quite substantial increases 
are inevitable, because Britain has recently agreed to pay 
more for both foreign and domestic food supplies. For 
example, it has been announced that a retrospective increase 
of 73 per cent is to be paid for all Australian and New 
Zealand shipments of butter and cheese since last July. The 
price for Danish butter has also been increased by 7} per 
cent and for Danish bacon from 5} to 74 per cent. A higher 
price is to be paid for both Commonwealth and foreign 
sugar. A fortnight ago the Minister of Agriculture announced 
higher prices to British farmers for home-produced foods, 


while the Argentine meat negotiations, when and if 
concluded, will probably raise the price of meat by at leas 
20 per cent. Unfortunately, too, the increase in retail tiie 
this year is likely to be proportionately greater than * 
increase in the Ministry’s purchase prices ; last year th. 
Ministry was drawing on stocks that had been acquire; 
relatively cheaply before devaluation. Against this, howeve; 
it must be remembered that the total cost of the food sub, 
sidies varies directly with consumption—and the Economic 
Survey’s forecast that it will be possible to maintain food 
consumption in 1951 at about the same level as in 1950 ma 
prove to have been too optimistic. 


A fortnight ago the Minister of Food, in an address ») 
the National Conference of Labour Women, said thar :: 
was likely that the increased cost of rationed and controlled 
foods would not ameunt to more than 8d. or 84d. a week 
on each ration book in the coming fiscal year. This figure 
suggests an increased annual burden of about £85 million, 
which accords pretty well with the increased purchase price; 
already granted by the Ministry. Some £43} million of the 
higher cost of home grown food is to be passed on to the 
consumer ; the higher cost of imported butter and cheese 
will be about £6,500,000, based on last year’s imports ; mezt 
and bacon will probably be about £20 million more and 
sugar about £7,000,000 more. These items together seem 
to account for £77 million of Mr Webb’s implied figure of 
£85 million. The Minister has, of course, ample scope to 
juggle with the individual food subsidies and it is impossible 
to forecast on what foods increased prices will be passed 
through to the public. Bread has already gone up by 4. 
for each 13-lb loaf, Other increases that might be made 
would be to raise butter, cheese and meat by as much as 
4d. a lb each, sugar by 14d. a lb and potatoes. by 2d. per bb. 
Such increases—and they are only examples of the wide 
scope available to the Ministry—would mean an increase in 
weekly expenditure of 7d. a person on present rations, 9 
that there would still be need for further increases, equivalent 
to 1d. to 13d. a week, to reach Mr Webb’s figure. It is clear 
that the increases eventually decided upon will have to be 
spread over a fairly large number of foods and that they will 
have appreciable effect upon the cost-of-living index. 


they are 
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Ten per cent on Rail Freights 

Mr Barnes was at pains to deny, when he recently 
sought the advice of the Transport Tribunal about the pro- 
posal to raise railway freight charges by 10 per cent, that he 
had reached any conclusions himself either about the 
increase or about the need for examination of the propost! 
in public hearings. Both matters, however, were foregone 
conclusions. The Tribunal proffered the advice that every- 
body—save possibly the Minister—had expected: the 10 pet 
cent increase imposed from next Monday. So, without 
benefit of public examination, a major increase in British 
costs is brought into effect. How easy the process has 
become: the unions make their claim ; one Minister tells 
the Railway Executive to meet it ; a few weeks later, another 
Minister signs the order and sheds the load on to the con- 
sumer. There used to be an argument that if monopolies 
were inevitable they should be publicly owned. If there 
are any who still hold this view, they might reflect on this 
episode. 

The Tribunal confirmed what was already clear—that the 
increase in rates will not be sufficient to meet the rise 1" 
railway costs in fact and in prospect and called for “ substan- 
tial economies.” It also revealed that a passenger charges 
scheme is in an advanced stage of preparation, with a freight 
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scheme to follow in August. These schemes will, at any 
rate, be subject to a full public inquiry. The time must 
soon come, however, for a major review of the transport 
Organisation, for faults in administration can never be put 
right, though they may be concealed, by adjustments of 
charges. 


Wool Market Sags 


The long-awaited break in the wool market occurred 
last week. On April 2nd, the very day that the new wool 
committee held its first meeting in Washington, wool prices 
in Australia fell by 10 per cent, primarily because there was 
no American buying. The United States is now the world’s 
largest importer of raw wool, and the wool market, dominated 
in recent months by American demand, has proved no less 
responsive to the withdrawing of American support. The 
fall in prices in Australia was reflected in the London sales 
that opened last week. New Zealand crossbreds were the 
only types to resist and they showed a rise of up to 5 per 
cent. The hold-up in shipments from New Zealand because 
of the waterfront strike and the postponement of the New 
Zealand wool sales have created an acute dearth of these 
wools. On the opening days of this week, wool prices fell 
by as much as 30 per cent, but the market became noticeably 
firmer on Wednesday. 


Any weakness in the wool market at this stage of the 
selling season is likely to be temporary. Wool consumption 
has declined in recent months, but annual consumption is 
still believed to be running beyond available supplies. 
Manufacturers are anxious about consumer resistance to 
higher retail prices for wool textiles when these come to 
reflect the greatly increased replacement costs of raw wool. 
But the facts about raw wool are inescapable ; even if defence 
purposes required not a single bale of wool, supplies available 
for civilian consumption this year would be some 10 per 
cent less than in 19§0. 


No official news has come from Washington on the progress 
of the wool committee. It would be surprising if any concrete 
result could emerge. Schemes for international allocation of 
wool have been discussed many times during the past twelve 
months, and producing and consuming countries still persist 
in their widely divergent views. A further complication 
this time is the coming Australian election. The present 
Australian Government can hardly commit itself to any 
proposal that might vitally affect its woolgrowers, when it 
is not certain that it will be in office when the proposal has 
to be put in operation. 


* * * 


Rising Sterling Balances 


The Balance of Payments White Paper was published 
too late to receive detailed treatment in last week’s issue of 
The Economist, although it was possible to describe the 
general pattern of the external accounts in 1950 from 
statistics presented in the Economic Survey. The fuller 
information now available throws new light on such matters 
as the growth of the United Kingdom’s sterling liabilities, 
the pattern of external capital transactions, and the details 
of payments cleared through the Intra-European Payments 
agreement and the European Payments Union. Official 
estimates of the size of the sterling balances are now compiled 
on a different basis from that previously adopted ; holdings 
of United Kingdom securities by Colonial marketing boards 
and certain other official bodies are now included among 
these balances instead of being treated as investments in the 
United Kingdom. These changes in definition appear to have 
increased the estimate of United Kingdom sterling liabilities 
by nearly £100 million. The new compilation of these liabili- 
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ties, showing the changes between December 31, 1945, and 
December 31, 1950, is as follows: 
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| 3,688 | 3,747 | 5,985 | 3,822 | 4,001 | 4,153) 43 
During the year 1950 the sterling liabilities to all countries 
rose by £332 million ; there was a fall of £50 million in the 
balances held by non-sterling area countries and a rise of 
£382 million in the balances held by the sterling area. At 
the end of 1950 the sterling area held £2,734 million, or 
£280 million more than at the end of 1945. The dependent 
Overseas territories showed the biggest proportional increase 
in their sterling holdings in 1950 ; their balances increased by 
£169 million as a result of the increase in prices of such 
commodities as tin, rubber and cocoa. It should be noted, 
however, that the net increase of £332 million in the sterling 
liabilities of the United Kingdom during 1950 was accom- 
panied by a rise of £576 million in the gold and dollar 
reserves, an accumulation of £80 million by way of credit 
balances with EPU and an increase of £28 million in the 
Exchange Equalisation Account’s holdings of non-dollar 
currencies. Thus the “cash reserves” of the sterling area 
banker went up by £684 million while his deposit liabilities 
increased by only £332 million ; even allowing for the fact 
that this outturn was accompanied by a fall in certain other 
assets, such as stocks of food and raw materials, this wai 
certainly a remarkable performance. 





* * * 


How the Surplus was Financed 


The Balance of Payments White Paper also gives details 
of external investment transactions and of the financing of 
the surplus. The main categories in the investment and 
financing account are shown in the accompanying table. 
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GOLD AND DOLLAR RESERVES 
(increase, +) .......... 











TOTAL OF INVESTMENT AND 
FINANCING 
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Where can your goods go? 


The world is wide—but economic conditions, currency 
restrictions and the like exercise a limiting effect .. . It is 
part of the service of the Westminster Bank to provide the 
accurate and up-to-date information on trade conditions 
which must form the background to any discussions of 


' new markets and new business ventures. This facility is 


included in the wider service which the Bank offers to 
all importers and exporters and which is described in a 
booklet called The Foreign Business Service of the Westminster 
Bank. Your nearest branch will be glad to give you a copy. 





WESTMINSTER BANK LIMITED 











ASK THE MAN 


WHO KNOWS 


Business men and bankers who have visited 
Australia or New Zealand will tell you that the best 
medium for facilitating trade with those countries 
is the Bank of New South Wales — largest 
commercial bank there 
You are invited to use our specialist services 


through your own bank. 


BANK OF 
NEW SOUTH WALES 


ESTABLISHED 1817 HEAD OFFICE, SYDNEY, AUSTRALIA 


LONDON OFFICES: 29 Threedneedie Street, E.C.2, 
cnd 47 Berkeley Squore, W.! 


T 
(INCORPORATED IN NEW SOUTH WALES WITH LIMITED LIABILITY) 


Argentina 
Chile 
Ecuador 
Guatemala 
Paraguay 
Uruguay 
Portugal 


887 


Brazil 
Colombia 
EI Salvador 
Nicaragua 
Peru 


Venezuela 


Spain 


LONDON-PARIS-NEW 


BANK OF LONDON 
& 
SOUTH AMERICA 


LIMITED 


Head Office: 
6, 7 and 8 Tokenhouse Yard, London, E.C.2 
Bradford: Manchester : 
19 Sunbridge Road 36 Charlotte Street 








Time for Eastern trade 


Ten-fifteen in England and the London, Manchester and 
Liverpool offices of The Chartered Bank of India, Australia 
and China have already opened to the public. At New York 
the day’s work has not yet begun. In the East at Colombo 
it is tea-time and in Hong Kong business is finished for 
another day. But wherever business men engaged in the 
Eastern trade may be, they will find at the nearest branch 
of The Chartered Bank up-to-the-minute information, skilled 
assistance and efficient banking services. 


THE CHARTERED BANK OF INDIA, 
AUSTRALIA AND CHINA 


(Incorporated by Royal Charter 1853) 


Head Office: 38 Bishopsgate, London, E.C.2. 
Manchester Branch: 52 Mosley Street, Manchester 2. 
Liverpool Branch: 27 Derby House, Liverpool 2. 

New York Agency: 65 Broadway, New York, 6, 


Branches of the Bank are established at most centres of commercial importance 
throughout Southern and South-Eastern Asia and the Far East. 
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The full account shows how the current account deficits 
and surpluses with the separate regions were financed. It 
also shows transactions in sterling, gold and foreign 
exchange that involved transfers of United Kingdom assets 
and liabilities between the major geographical areas ; it thus 
makes it possible to reconcile Britain’s overall surplus of 
£229 million on current account with the rise in the gold 
and dollar reserves and the changes in net sterling liabilities 
and other overseas investment transactions. 


An innovation in the White Paper is a group of tables 
analysing transactions under the Intra-Europeans Payments 
Agreement and, after July 1st, 1950, under the European 
Payments Union. These show that the United Kingdom ran 
a current account surplus of £156 million with OEEC 
countries in 1950 and that the rest of the sterling area ran 
a surplus of £148 million with them. This total surplus of 
£304 million, however, was partially offset by net sterling 
transfers of £31 million to OEEC countries from other non- 
sterling countries (such as the South American and Middle 
Eastern countries). In consequence, the net sterling surplus 
handled through IEPA and EPU amounted to £273 million. 
It will be seen that the United Kingdom itself achieved about 
half of this surplus ; the other half was achieved by the rest 
of the sterling area. It is provisionally estimated that the net 
sterling surplus achieved through EPU fell to £5,000,000 in 
March (not $5,000,000 as inadvertently stated in The 
Economist last week); this fall, from an average of between 
£20 and £30 million in the past eight months, seems more 
likely to be due to a fall in the United Kingdom’s than in the 
overseas sterling area’s share of the surplus. 


* * * 


Vauxhall Motors Profits 


The chairman of Vauxhall Motors Limited has reported 
that in 1950 the company produced 47,025 passenger cars 
and 40,429 commercial vehicles, total output being 4 per cent 
higher than in 1949. Total net sales increased by 6 per 
cent. They amounted to £31,637,999, more than half being 
exports ; 76 per cent of the cars and 63 per cent of the 
commercial vehicles produced were sold abroad. The 
company showed a trading profit of £4,532,410 and a net 
profit of {1,101,495 after allowing for taxation, depreciation, 
special tooling, and other charges. This net profit was 
12 per cent lower than last year’s figure of {1,249,254 
although the trading profit was 11 per cent higher. 


Mr Vansittart gave two reasons for the drop in net profit. 
First, the company had tried to keep its prices unchanged 
for as long as possible in the face of rising costs, so that the 
profit margin earned on each vehicle had tended to shrink. 
Secondly, the allowances for depreciation, special tooling and 
loan interest aggregated £1,404,506, compared with only 
£944,422 in 1949. The first half of the company’s {10 
million expansion programme had been completed during 
the year with the opening of an additional 19-acre plant 
and a new boiler house ; nearly £1,000,000 was spent on 
tools for new models. 


The erection and equipping of these new buildings has 
so far cost Vauxhall £5,000,000, and has been responsible 
for a drop of nearly £3,000,000 in the company’s cash 
balance during the year. Expenditure on such a scale can 
be justified only by increased output, so that the 20 per 
cent reduction in sheet steel allocations has come at a 
particularly unfortunate time for the company. Limitations 
on production last year made it impossible to obtain full 
benefit from the new plant, in which all commercial vehicle 
production has been concentrated, and the new cut this year 
has forced the company to work a 4-day week since the 
beginning of February. It is one of those likely to receive 
army contracts this year, but these orders will not increase 
total output unless extra materials are allocated for them. 
Although such allocations have, in fact, been given to other 
motor manufacturers who have received army contracts, 
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general shortages could make it impossible to continue to 4, 
this in every case. 


* * x 


Controlling Rubber Exports 


The so-called “ special” rubber conference resumed it 
meeting in Rome this week. It first met in London );y 
month, and was adjourned to allow governments to recop. 
sider the problems of controlling exports and of Providing 
long-term stability for the rubber market. It has reopeng} 
in a more optimistic setting. Since April 9th the Board 9 
Trade has required licences for the export of natural rubbe: 
(including crépe), latex and gutta-percha to all destination; 
other than the Commonwealth, the Irish Republic and th: 
United States: Britain will thus be able to control the fly 
of supplies to Russia, China and other communist dominate; 
countries. But before this control can be really effective 
similar regulations must be introduced by those countrie; 
excepted from the order ; otherwise a three-way trade coul 
develop. Malaya, following closely on Britain’s heels, py: 
a similar order into operation on the same day, and the open 
general licences previously in operation have been withdrawn. 
Thus the problem of re-directing exports is at last bein: 
tackled, though it remains to be seen how effectively the ney 
regulations can be enforced. 


The second problem is more difficult. A system of multi. 
lateral long-term contracts covering a period of about five 
years has already been proposed, but the United State; 
apparently feels that it cannot commit itself for such a lon 
period. Rubber production in Indonesia is expanding rapidly 
and considerably adding to total world output. In the firs: 
quarter of this year Indonesian smallholder output reached 
an annual rate of 700,000 tons ; this compares with a total 
smallholder production there last year of 516,000 tons and an 
estate production of 171,000 tons. World production oi 
natural rubber this year, therefore, might reach 250,000 ton; 
more than in 1950—a total of 2,100,000 tons. Such a larg: 
output could be easily absorbed by civilian consumption, 
defence requirements and purchases for stock at the presen! 
time, despite the expansion in American synthetic rubber 
production. But it might be extremely embarrassing when 
the armament drive subsides. 


A meeting of the rubber study group is due to take plac: 
in Rome next Monday after the “special” conference bhai 
ended, but this appears to be a matter of routine. Questions 
of policy are clearly being dealt with by the conference ; the 
study group will most probably be left its usual statistical 
task of forecasting trends in world production and cor 
sumption. 


* * *® 


Experiment in Darlington 


Patons and Baldwins’ decision during the war to co- 
centrate the productive capacity of its six knitting-wool mils 
in Yorkshire and Leicestershire under the roof of one v3s' 
new plant in Darlington ranks as one of the boldest ventures 
undertaken in the wool industry in recent years. Tht 
spinning plant now completed and almost fully equipped 
is the largest in the world for knitting wool; it 5 
designed to employ 3,000 workers with an output o 
15 million lb. a year; it brings together all the prt 
cesses between the fleece and the packed, branded 
product. In detail, its departures from the industry’ 
established practice are equally radical. The factory ' 
a single-storey structure covering 34 acres of a 14% 
acre site, utterly unlike the multi-storey mills tradition 
in the industry since it first established itself on the stee?P 
banks of Yorkshire streams. It incorporates mechanics! 


handling methods entirely new to the industry ; its working 
atmosphere is constantly filtered and washed by or 
ditioning plant that also controls heat and humidity ; 3% 
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ertain of the spinning and twisting machinery is of the 
sew centrifugal type introduced in the wool industry since 
the war. 

The location, selected partly at the instance of the Govern- 
ment, confronted the company with human as well as 
echnical problems. Darlington is only a few miles outside 
Yorkshire, but its labour was untrained in wool spinning ; 
many of the girls, who make up two-thirds of the factory’s 
igbour force, had never worked in any factory before, and 
here was none of that “inherited skill” the wool industry 
prizes. In recruiting the 2,000 workers now employed, 
Patons and Baldwins have had to cast their net fairly wide, 
organising a special transport service to fetch employees 
‘rom Tees-side and other outlying districts ; gathering the 
fnal thousand needed to bring the factory into full produc- 
jon by the end of this year may not be easy. But an elaborate 
“Training within Industry” scheme has already been 
extremely successful; in certain processes entirely fresh 
workers are more easy to train in correct methods. The 
company has brought only 150 operatives from the older 
mills that are gradually being closed down ; already, in some 
sections, the new workers these have trained are achieving 
standards well above those normal in the West Riding. Pro- 
vision of welfare and sports facilities has laid a foundation 
for good labour relations from the start. 


Patons and Baldwins’ experiment will be finally assessable 
(though parts of the Darlington factory have been working 
since December, 1947) in the course of years rather than 
months. The venture has cost roughly £7,000,000, far more 
than was expected at the outset, but the savings in labour 
resulting from mechanical handling and better layout of 
machinery have also been greater than was thought. Mr 
P. A. Wright, vice-chairman of the company, who was 
responsible for the planning of the Darlington plant, believes 
ihat rebuilding of this kind in a new area would probably not 
be economical for an individual mill in the wool industry ; 
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‘and doubtfully so for a number of mills in the same concern 


engaged upon sectional work such as spinning or top-making. 
But for a group of mills concerned with the raw wool to the 
finished article, and consequently involved in an inevitable 
duplication of processes and stocks, concentration into one 
big unit may be a far sounder proposition. 


© * * 


Suez Canal Traffic Trends 


Traffic through the Suez Canal in 1950 was the heaviest 
on record. No fewer than 11,751 ships passed through the 
Canal, totalling 81,786,000 tons net, compared with 10,420 
vessels of 68,862,000 tons in 1949; and although the 
number of transits was only 12.8 per cent higher, the net 
tonnage was 18.8 per cent higher, indicating an increase in 
the average size of ships using the Canal. The average size 
did increase, in fact, from 6,609 tons in 1949 to 6,961 tons 
in 1950, while for tankers alone the increase in size was from 
7334 to 7,720 tons net. The predominance of tanker traffic 
was even more marked than in the previous year, accounting 
for 52,092,000 tons, or 63.7 per cent of the total. But it is 
notable that the proportion of tanker traffic to the total 
declined in the later months of the year, partly because of 
the opening of pipelines and partly because non-tanker ship- 
ments increased. 

The total cargo shipped through the Canal was also a 
record in 1950, reaching 72,609,000 tons, compared with 
61,055,000 tons in 1949. Northbound traffic increased from 
48,027,000 tons to 60,468,000 tons, more than three times 
the prewar average, and this increase was mainly due to oil 
products, which accounted for 79 per cent of the north- 
bound traffic. Kuwait for the first time was the principal 
country of origin, followed by Iran and Saudi Arabia, which 
was the principal exporter in 1949. Despite the opening of 
the Trans-Arabian pipeline in the last quarter of the year, 
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Keen of eye and deft of hand — 


The Maltster 


Only the best barley is suitable for making 
beer, but first the maltster converts it into 
malt—a job requiring his constant super- 
vision. Here you see him turning the grain 
on the malthouse floor, where it is allowed to 


sprout before being fed tokilns for ‘drying off.’ 


beer is best 


Issued by the Brewers’ Society, 42 Portman Square, London, W.1 
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Saudi Arabia’s Canal traffic was 15 per cent greater than 
in 1949. The destination of oil traffic through the Canal 
showed little change, more than 20 per cent going to Great 
Britain, some 50 per cent to the rest of Europe, and about 
16 per cent to North America. 


An influence of considerable importance, in view of the 
expected decline in tanker traffic with the opening of the 
new pipelines, is the development of non-tanker traffic 
through the Canal. Every month since March, 1950, pro- 
ducts other than oil have exceeded the prewar average, the 
annual increase amounting to more than 10 per cent. Unlike 
1949, northbound traffic exceeded southbound, oil always 
excepted, although only by 8 per cent compared with 
the prewar average margin of 82 per cent. Total southbound 
traffic slightly declined during 1950, principally because of 
a drop in imports of salt to Japan and the falling off of 
grain imports to India through the Canal in the last half 
of the year ; manufactured metal goods and cement, however, 
formed the principal cargoes. The increase in non-tanker 
cargoes in the northbound direction was due principally to 
increased American imports of manganese, zinc and rubber. 


of 


* * * 


Gold Output in 1950 


The Annual Bullion Review published by Messrs 
Samuel Montagu and Company contains the Union Corpora- 
tion’s Customary annual estimates of world gold production. 
These estimates are as follows: 


WorLp GoLpD PRODUCTION 
(in thousands of fine ounces) 











i 1943 1949 1959 

= oo ssaaahdbaadl aes 1 ona a 
Union of South Africa ............ | 11,535 11,705 11,655 
Caseia c::.. Miceitg wet eaiver | 5,530 4,113 4,4) 
aE eee 2,025 | 1.995 2.409 
ee aces oboe cheese 2,000 } 2,009 | 2,090 
ee SESS ae ean oe Cea tee 891 895 85) 
0 8 eet a eee 672 677 { 630 
Southern Rhodesia.......... nae 514 528 519 
Mexico..... oaks Sk kiead «oh 3638 405 | 400 
I Surchas< bs tasacndes o 335 359 | 405 
CN oe ch bak bar keiad sick eaue 300 344 | 350 
PRED 5.655 6scensvvisbanbdeees 209 289 309 
DOE ivavivedsestacs¥enhesaenins ‘ 300 300 200 
Gee, chan widavéuedsdebbdtebeat eae 164 179 209 
DIS Sc nie x udiietoic ta aaa ane = 189 | 16t 189 
ere Sen eee eeu bes teense 157 ' 180 189 
bts s dt oie vehnne thee ane 70 | 100 | 120 
PEN s se theiews qaaeicene bent sen eu j lil } 112 | 10 
a ila a aa tai lta et 95 90 Be 

| 
Oe SOG cick ndcbcses chews se 94 85 85 
SO CD av sksd babe eeniace e 87 | 95 75 
DEE cabesvG owawauswts bb nis obese | 75 | 75 75 
INE kia no 4 dace LS Vas 58 69 65 
RISEN 5s odie ur eGhectersohhs vie 815 757 | 652 
i” | a ae eee 24,65 25,500 26,009 
Pe ED 4s bs veavnsavvcuien 17,785 i 18,495 18,700 
British Empire percentage ......... 72-2 72-5 | 71-9 
South African percentage .......... | 47-0 j 45-9 | 44-9 
| j | 


LEGACIES 


can help us to continue 
our work in years to come. 


SUBSCRIPTIONS 
can help us now. 
5,000 
NOW iN OUR FAMILY. 


A VOLUNTARY SOCIETY 
NOT STATE SUPPORTED 
CHURCH Or ENGLAND 


SOCIETY 


CHILDREN’S 
FORMERLY WAIFS & STRAYS 
OLO TOWN HALL, KENNINGTON, S.E.1i 
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Estimated production in 1950 was 500,000 ounces higher 
that in 1949. The increased output of Canadian and th. 
United States mines has more than offset declines elsewhere 
The estimates for Soviet production are said to be Purely 
nominal and may bear little relation to reality. In thei: 
comments on the future of gold prices Messrs Samye' 
Montagu seem to harbour few expectations either of 
increase in the official price of gold or of an appreciab|s 
rise in the free market price. They suggest that “ the 
attention of gold producers is likely to be focused more than 
ever on the premium prices obtainable in the free markes, 
and, . . it is difficult to envisage a very much greater expan. 
sion of offtake which would absorb this potential increase __ 
Therefore unless continued inflation and very large losses 
of gold force a radical change in the present US gold policy, 
we do not envisage any material rise in free market prices.” 
The recent experience of the market bears out this reasoning 


Shorter Notes 


Last week’s coal output from the mines amounted + 
4,439,000 tons, which was the highest, apart from seasonal 
“bull” weeks, for more than ten years; so far this yea; 
is some 1,250,000 tons higher than in 1950. The miners, 
therefore, are likely to come much nearer the Prime Minister’; 
target of “ three million tons extra ” by the end of April than 
any observer outside the industry would have predicted when 
it was made. This lends justification to their decision last week 
to suspend Saturday work in the three summer months, and 
resume it in September. Saturday work at many pits ij 
uneconomic, even apart from the effect it tends to have upon 
attendance during the week ; and in the coming months th: 
continued training of new recruits and better organisation 
underground should bring more miners forward to the coal- 
face out of the 14,000 who have entered the industry sinc: 
the beginning of the year. 

* 


The price of cement was recently increased by 2s. a ton, 
bringing the price in the London area up to 84s. a ton; but 
this is still considerably lower than prices in other countries. 
The outcome of current wage negotiations in the industry is 
likely to lead to a further rise, so will the increase in railway 
freight charges. The price of cement bags is expected to go 
up from 13s. 6d. for each ton of cement to between 17s. 6d. 
and 18s.—this charge is included in the selling price 0 
cement. The new Associated Portland plant at Shoreham is 
now in production and the prices in its delivery area, which 
includes parts of Wiltshire and Somerset, have risen by aa 
average of 6s. a ton. A large proportion of this increas 
represents the difference in the cost of amortising the new 
plant, which cost about £2,500,000, compared with that of 
older plants, the costs of which previously set the price level 
for those areas. 


ANNUITY RATES 
HAVE BEEN IMPROVED 


Ask for particulars of s— 
IMMEDIATE ANNUITIES 
ANNUITIES payable for a fixed period in any event 
ANNUITIES in connection with Pension Schemes 


NATIONAL PROVIDENT INSTITUTION 


FOR MUTUAL LIFE ASSURANCE 
— ESTABLISHED 1835 — 


48, GRACECHURCH STREET, LONDON, E.C.3. 
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Company Notes 


ford Motor.—The report for 1950 con- 
sins several points of special interest. Not 
leat of these is the completion, since the 
‘ast report, of the sale of European and 
Egyptian subsidiaries by Ford Investment 
Company to the American Ford Company. 
The Investment Company was consequently 
\iquidated early in 1951, and its funds have 
reen transferred to the parent company, 
whose financial resources have thus | been 
cubstantially strengthened. The consolidated 
balance sheet shows that considerable pro- 
vyess bas been made in connection with 
expansion and replacement of capital assets, 
net additions to which amounted to more 
chan £3,369,000 ; plans for further sub- 
ctantial expenditure have also been made, the 
aggregate amount of which, not provided for 
n the accounts, is estimated at £3,221,000. 
The reserve for replacement of fixed assets, 
which a year ago stood at £2,000,000, has 
been increased to £6,543,517 by the transfer 
of £2,543,517 of excess depreciation dating 
from July 1, 1948, and of £2,000,000 appro- 
priated from the profit and loss account. 
The directors’ comment on this item in the 
balance sheet records that even so “the 
emount of this reserve is less than the esti- 
mated sum required to meet the excess 
sitimate cost of replacing fixed assets.” 
Years to Dec. 31, 

1949 1950 

£ £ 

colidated earningS...sccccceee 6,030,500 11,645,282 

teh: SOOOEER 65k on eavce 6,295,672 11,762,568 
2,771,481 4,729,394 
732,518 1,683,558 
495,000 618,750 
(10°) (124°) 
1,937,689 258,274 


eeeccece 
LARALION ... ccs veecvevves eeeeweee 
Depreciation .....sssceeee seeeeee 
Ordinary dividend .....++0. 


Carry forward (parent)......seeee 
Consolidated Bal. Sheet Analysis :— 
Fixed assets, less depreciation .. 


6,751,829 11,319,783 


Net current assetS.....sccceees 18,745,675 21,365,633 
Stocks Cikia ous avaewenin 7,684,378 7,991,420 
Cash and tax res. certs. ....+-+- 12,397,250 20,600,494 
Revenue reserveS.....seeee sees 2,258,537 4,106,000 
Ordinary capital.......sccceeees 9,000,000 9,000,000 


The profit and loss account shows an 
increase of £5,612,982 to £11,643,282 in 
trading profit, this increase being largely due 
‘0 continued development of the company’s 
exports. Depreciation is increased by 
£951,040 to £1,683,558, of which £962,333 
results from a change in the basis of com- 
putaion, A contingencies reserve is in- 
augurated with an appropriation of £400,000 
and the reserve for replacement of fixed 
assets “(as stated above) receives £2,000,000 


£500,000). Employees’ benefits are gener- 
ously augmented the amount of 
£1,200,000. 


As for the future, the general strength of 
the company’s finances augurs well. The 
chairman’s recent statement that the 1950 
profits are unlikely to be repeated in 1951 
1s associated with the introduction of new 
models. These changes have no doubt 
heightened the difficulties already caused by 
shortages of materials and components. To 
be fair, Ford ordinary shares should be 
ludged neither by the spectacular figures for 
last year nor by the prospective fall in this 
years earnings. There is nothing in the 
‘eport that suggests any impairment of their 
long-term prospects. 

At their present price of 48s. 9d. xd the 


ordinary shares show a gross yield of 
45 2s. 6d. per cent, . 


® 


Canadian Pacific.—_De 


ones d spite rising costs, 


Gay stoppage due to a strike by non- 
— employees and a lower volume of 
avail eee income of the Canadian Pacific 
oo : ¢ for dividends on Ordinary stock and 
ae eS amounted to $44,478,000 last year 
share, compared with 
- $1.93 in the previous year. 
bac’ result was achieved partly by freight 

€ Increases which became effective in April 
une as a result of the final decisions 


for a 20% increase by the Royal Commission 
on Transportation on the railways’ 1948 
application. But substantial savings brought 
about by improved efficiency and equipment 
(including installation of some diesel power 
and conversion of certain coal-burning locos 
to oil) were also a significant factor. Gross 
railway earnings rose $15,324,594 to 
$378,576,688, but working expenses fell by 
$2,063,794, and the ratio of net to gross 
earnings rose from 5.7 per cent to 10 per cent. 

Substantial wage increases for the non- 
operating employees became effective from 
August 31, 1950, and on June Ist this year 
the 40-hour week will be introduced on the 
railways. The improvement in earnings due 
to the freight rate increase is thus threatened 
already, and the steadily rising cost of labour 
and materials has impelled the company, 
together with other Canadian Railways, to 
apply to the Board of Transport Com- 
missioners for authority to make a further 
and immediate general increase in freight 
rates of 5% (10c.. per ton on coal and coke 
and statutory increases on West Canadian 
grain) plus such additional percentage as 
may be necessary to cover the increase in 
operating expenses which will follow the 
inauguration of the 40-hour week. 

The company is also requesting the Board 
to fix “a fair rate of return” on the net 
investment in railway property, submitting 
that such rate should not be less than 6} per 
cent, and this should establish a rate base. 
The railway net earnings of $38,020,357 last 
year represented 34 per cent. But before 
ordinary stockholders get out their slide rules 
to work out what their earnings would be if 
this contention were to be granted, they 
would do well to recall the history of the 
Standard Rate conception in this country. In 
an end-1950 statement the President of the 
company referred to consciousness of “ the 
great strides made by other forms of trans- 
port in the past two decades and of their 
improved competitive position.” 

The dividend rate for the year has been 
stepped up from 5 per cent to 6 per cent, 
Le., $1.50 on the $25 shares. The apparent 
earnings rate is over 13 per cent, but stock- 
holders will rightly regard this arithmetical 
surplus as less important than the course of 
the new application for an increase in freight 
rates. 


* 


British Aluminium.—One of the chief 
features of interest in the full British 
Aluminium report for 1950 (the preliminary 
figures were discussed in these notes last 
week) is the impact of the capital issues on 
the financial position. Of the £3,400,000 
represented by the issue of 2,000,000 £1 
ordinary at 34s., £2,000,000 had been 
received at the end of the year. Net current 
resources of the parent company at 
£5,206,468 actually increased by £2,200,000 
after providing £90,000 for issue expenses 
and £737,000 for gross additions to fixed 
assets. With cash in hand at £1,304,873 
and £1,400,000 received since the end of the 
year the company appears comfortably placed 
to handle the requirements of the expansion 
programme, outstanding contracts for which 
were estimated at £789,469 at the date of the 
balance sheet. 

The accounts do not show directly how the 
volume of trading changed during the year. 
Stocks of metal, materials, etc., and sundry 
debtors at £6,763,010 are only some £370,000 
up. Though aluminium prices have not 
risen greatly in the past year, the increase in 
these current items seems to indicate that 
higher prices rather than any substantial 
increase in the volume of trade may have 
accounted for the augment in trading profits 
from £1,292,622 to £1,780,150. It seems, 
therefore, that the main results of the expan- 
sion scheme have yet to be seen. 
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SECURITY PRICES AND 
YIELDS 








Net i . 
British Funds | Price, Price, | Yield, | G75 
and Apr. 4, Aprilll,) April 11, 4 ri} 11 
Guaranteed Stocks 1951 | 1951 | 195) | “RLS 
n) 95 
| £s aif s. a. 
War Bonds 23%...) 100% | 1004 aes 0 0 lie 
Mar. 1, 1951-53 | 1014 81119 8&8 
War Bonds 24%. ce 101#% i 101; j eae 0 15 lle 
Mar. 1, 1952-54 1014 81119 2 
Exchequer Stk. 2}%| 101} 1013 |} 013 6/115 7 
Feb. 15, 1955 j 
War Bonds 2}%...; 102% | 102% | 012 91117 4e 
Aug. 15, 1954-56 | 1017 8|2 1412 
Funding Bk oo an j 102% 102} | tad i; lll 8&e 
Jone 15, 1952-57 | Ss 2304-2 SS 
Nat. Defence 3°%...| 103% | 1038 | 014 11,2 4 Se 
July 15, 1954-58 | 4h. 3.613.32.61 
War Loan: 3%... | 103gxd| 103xd'| 06 17 10! 2 5 We 
Oct. 15, 1955-59 1 40/212 Oj 
Savings Bonds 3°%.| 99 985 se Bis 8 Ge 
Aug. 15, 1955-65 | 333 -3:3 2 ..98 
Funding 24%...... 97¥xd' 97ijxd 115 5/1219 Se 
April 15, 1956-61 1li 01/215 O8 
Funding 3°%%....... i Q5gxd| 95gxd} 2 4 21313 Se 
April 15, 1959-69 Li 6713 6 Me 
Funding 3%....... | S78 97} 115 913 5 2e 
Aug. 1, 1966-68 115 31/3 4 8 
Funding 4%.......| l04gxd!} 104xd | 112 213 9 le 
May 1, 1960-90 | 119 0; 3 15 103 
Savings Bonds 3%.| 95% 953 | 2 3 21312 lle 
Sept. 1, 1960-70 | 117 7|3 7 21 
Savings Bonds 2}%| 91gxd! 9Q1fxd' 2010/3 5 be 
May 1, 1964-67 | i 338 413 3 2 
Victory Bonds 4%.| 106 | 106 11210;3 9 & 
Sept. 1, 1920-76 | 
Savings Bonds 3%.| 938 | 938 | 2 3 1/313 3e 
Aug. 15, 1965-75 | | 11811;3 9 Oj 
Consols 4% ....... | 10144 | 1014 | 119 5/318 & 
(after Feb.1, 1957), 
Conversion 34% ...| 92§ 9112 01:316 4f 
(after Apr. 1, 1961)| 
Treasury Stk. 2$%.| 67§ GF ti 243m 3 
(after Apr. 1, 1975); 
Treasury Stk. 3%..} 79% 79% (119 81315 6/ 
(after Apr. 5, 1966) | 
Treasury Stk. 34%.| 99} O93 |117 5:!311 66 
June 15, 1977-80 | im. 38130). 5) 
Redemp. Stk. 3%..| 88} 871 | 21 7\/312 8e 
Oct. 1986-96 IWMI SH 3 
War Loan 33%....| 9% 912 204,317 % 
(after Dec. 1, 1952) 
Consols 23% ...... 68 673 (111131 2 
Brit. Elect.3%Gtd..| 93 935 (21 3/311 Oe 
April 1, 1968-73 | a9. 4¢3-9...30 
Brit. Elect.3% Gtd..| 92) $23 2041;,310 Ze 
Mar. 15, 1974-77 | 3M 3) 3.9. 5? 
Brit. Elect.33%Gtd.; 100 | 98jxd' 118 1; 311 5e¢ 
Nov. 15, 1976-79 | 118 Oo; 311 4i 
Brit. Tpt. 3% Gtd..| £8} && 23 8}3 15 2 
July 1, 1978-88 =| 21i1;312 8 
Brit. Tpt. 3% Gtd..| 93 $3 & 2: 4:3: S 
April 1, 1968-73 j 339 5/13 9 
Brit. Gas Gtd. 3%..| 8T§xd, S6§xd) 2 1 6}312 Ge 
May 1, 1990-95 20 #1312 6 
Brit. Iron & Steel i 
MN eens dvi 98} 98 | 118 11 | 312 lle 
Feb. 15, 1979-81 }118 9{ 312 10/ 


(e) To earliest date. (f) Flat yield. (g} Assuming re- 
demption in 1957. (hk) Flat yield given above. If re 
cGeemed, in 1952 net redemption yield £7 14 11, gross £9 18 10. 
()} To latest date. (mn) Net vields are calculated aitei 
allowing for tax at 9s. 6d. in {. * Assumed average life 
13 years 5 months, 








! 


Price, | Price, Yield, 
| Apr. 4, |Aprilll,| April il, 
1951 1951 1951 


Last Two 
Dividends 


@ ® | 


Ordinary 
Stocks 










Te hoe | i {£ 8. d, 
20 @| 40 bjAnglo-Am. 10/-} & | 8% | 310 1 
25 6] 5 a/Anglo-Iran. f1.| 5¢ {| 53 § 14 3 
5 a@| 15 b'Assoc. Elec. {1) 86/3 | 90/- 4 8 il 
Tjaj 20 b ‘Assoc. P.Cem.{1) 95/- | 98/- | 512 3 

e} 35 ciAustin 5/-.....| 27/3 | 28/1} | 6 4 6 
t5 a/t20 6 [Bass {1.......|152/6 (148/1}|6 8 7 
40 ¢| 10 a Boots 5/-...... | 47/- | 47/- |4 5 1 
8 ¢} 10 c |Br. Celanese 10/-| 27/3 28/- ; 311 5 
8 a} 12 }|Br. Oxygen {1..| 92, 6xd) 92/6xd) 4 6 6 
5 a| 156 |Coats{1.......| 56/6 | 61/10}, 4 0 10 
5 b 5a \Courtaulds £1 ee} 42/- | 43/- } 413 0 
20 c] 6}a [Distillers 4/- ...| 20/9 | 21/6 | 314 5 
15 ef} 15 ¢ |Dunlo aga 59/- 59/- |5 19 
10 cj} 12} c \Ford £1.......| 48/9xd| 48 ~~ § 2 8 
17} ¢| 174 ¢ \Gen. Elect. £1..| 85/- | 88/9 | 3 18 10 
ll a@| 21 6 |Guinness Pe ‘$ (130/74 | 418 0 
15 a} 17} 6 |Hawker Sid. 5/-| 34/44 | 36/- 410 3 
7 6| 3 aiimp. Chem. £1.) 46/74 46/3 |4 6 6 
34a} 180 [Imp. Tobacco {1) 98/9 | 98/9 |6 9 7 
5 a| 7} |Lancs. Cotton {| 41/10) 43/9 | 61311 
10 ¢} 10 ciLever{l...... | 48/13 | 48/9 |} 4 2 1 
15 ¢| 15 ¢\Lon. Brick {1..| 57/6 | 58/9 | 5 2 2 
45 b| 15 a |Marks&Sp.A5/-| 84/9 | 85/3 | 310 5 
46) 8 a|\P&ODef. f1..| 56/- | 58/- | 4 2 9 
1746| ‘Tha |P. Johnson 10/-.) 38/6 6 8 2 
{3 b| t5 aj|“Shell” Stk. £1.) 89/ 4468 
234} 1246 |Tube Invst. £1.) 6 315 6 

a b{T. & Newall {1.} 93/ 46567 
8 ¢} 8 c¢}Union Castle i 37/6 4443 
i74c¢ | 50 ¢|U.SuaBetong{1) 75/- i 2 3 

b| 2ha iVickers {1.....| 42/6 3165 
15 a} 27 b [Woolworth 5]/- .| 44 414 3 





‘a) Interim. (0) Final. (c) Whole year fFree of 


f 
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THE ECONOMIST, April 14, 195) 


Statistical Summary 


EXCHEQUER RETURNS | 


For the week ended April 7, 1951, total 
ordinary revenue was 88,945,000 against 
ordinary expenditure of £74, 763,000 and issues 


to sinking funds £80,000. o— includi 
sinking fund allocations the sw lus accru 
sincs April 1, 1951, is £14,102, compared 


with a deficit of £1, 821, 000 for the corresponding 
period of the previous year. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


eceipts into the 



















Exchequer 
____{¢ thousand) ene 
i Esti- | r 
Revenue | mate, PSL.) SEL Me a Wea 


1951-5 











RD. REVENUE | 
Income Tax. -| 24,527) 31,667 
ee eC ee | 4,800 
Estate, etc., Duties | 180, 4,900 
Ee 1,200 
Profits Tax .. 12,800 
Cn i'n tek oh be 
Other Inland Rev. | 10 
SpecialContributn. | 60 
Total Inland Rav. (230008 41,887) 55,437 
Customs.........] 14,352! 20,776 
aie &. ccncanen 5,400) 6,200 
Total Customs and | 

PD cat rcand {265100 17,752) 25,976 


Motor Duties..... 

Surplus War Stores} 20, 
Surpl’s from Tradg. | 50 
P.O. (Net Receipts) | 


1,324) 1,796 
269) 10 

















Wireless Licences. 2,600. ‘ eos 
Sundry Loans. . 27 20,244 26,87 coe 
Miscell Receipts | | 

(in Crown Lands) 105,000] 77,648, _ 6,728 
Total Ord. Rev.. 66,332) $8,945 
Setr-BALANCING __— 
Post Office....... | 179,43 2,500; 2,400 
Income Tax on} | 

E.P.T. Refunds. | 68 

eS ee 2 68,906' 91,413 























ssues out of the Exchequer 
to meet payments 
_(f thousand) 





Fsti- , 
Expenditure mate Apel 1): en 8 Days Week 
1951-5 


to to April | April 
Mar. 31,/Mar.31j 8, | 7, 
1950 | 195 1950 | 1951 








XPENDITU RE} 
fat & Man. of Nat. | 
TE ounces 
Payments to N.| 

Eo cna wi 
Other Cons. Funds 


2.185 25,972 
1,153, 1,281 
11), 9 





27,449 27,263 
40,600, 47,500 


68,049: 74,763 
104 «80 


Total .......-.6] 58 


Total Ord. Expd.. | 
Sinking Funds ...| 


i 
; 
— 













Total (excl | 

Bal. Expd.).. 68,153, 74,843 
Total (incl. aa! 

Bal. Expd.).... | 549285 70,727, 77,311 


After increasing Exchequer 
£722,117 to £3,445,244, the other operations for 


balances by 


the week decreased the National Debt by 
£722,177 to £25,921 million. 
NET RECEIPTS 
Nil 
NET ISSUES (£ thousand) 
P.O. & Telegraph (Money) Act, 1950 ..... eeveces 650 
Pr Cs dn vwek<nd << cdcesedthoaen cceces 83 
Export Guarantees Act, 1949, s. 3(2) ......... coe 280 
PO Se. ON So 6 cn din dice cnsetnctes 1,180 
Local Authorities Loans Act, 1945, s. 13(1)...... 8,350 
New Towns Act, 1946, s. 12(5) .........-.ss00s 5 


Development of Inventions Act, 1948, s. 11(1) . 
Overseas Resources Development Act, 1948, s. 17(1) 
Colonial Development ................- 
Miscellaneous Financial Provisions Act, 
s. 2(1) War Damage: Board of Trade.......... 1,000 
Finaace Acts, 1946 and 1947: Post-war Credits... 282 


CHANGES IN DEBT (£ thousand) 





RECEIPTS 2 aa ences 
Nat. Sa Certs 2 = Treas kes . 
a. % Det. Bonds... 565 
Tax Reserve Certs. 7, 230 Other Debt :— 
Treasury deposits . 55,000 Internal ....... 1,310 
65,210 65,929 


FLOATING DEBT 
(£ million) 





(£ million) 













- ‘9 

301-7 | 240-0 3-11 13 

. cr 3°35 70 

“0 | 319-4 | 230-0 275 | 60 

230-0 | 321-3 | 230-0 2°79 60 

240-0 | 337-8 | 240-0 2-92 61 

Feb. 2 Cer 230-0] 10 2-52 4 
» 9 | 250°O | 334-5 | 250-0] 10 4-51 2 
” 36 | 260-0 | 337-7 | 260-0] 10 3-00 69 
” 23 | 250-0 | 331-4] 250-0] 10 3-04 | 67 
Mar. 2 | 260-0 | 346-2 | 260-0] 10 2-87 65 
» 9 | 260-0 | 339-3 | 260-0] 10 2-97 68 
” 36 | 250-0 | 332+7 | 250-0] 10 2-96 66 
" 22 | 250-0 | 332-9] 250-0] 10 2-94 66 
* 30 | 250-0 | 332-4 | 250-0] 10 2-98 | 66 





s 


April 6 | 240-0 | 320-3 | 240-04 10 3-13 6 


On April 6th ap: ro" for 91 day bills to be paid from 
April 9 to April 1951, were accepted dated Monday 
to Saturday as to soak 67 per cent at £99 17s. 5d. and 
om at higher prices were accepted in full. Treasury 

Bills to a maximum of £250 million are being offered for 
= 13th. For the week ending April 14th the banks 

will be asked for Treasury deposits to a maximum of 
£25 million at 154 days. 


NATIONAL SAVINGS 
({ thousand) 





Totals 52 Weeks | Week 
Ended Ended 
7 | Mar. 31, 





1951 
Vvings Certilicates :— 
OB i ob as cctvoece 102,500} 132,000 3,000 
Repayments ......0.0s0 128,850 137,500 3,100 
Net Savings ............ Dr 23,350 Dr §,500Dr 100 
ence Bonds :—~ 

ONL. <edgsasdedeosa 24,435, 27,495 1,025 
Repayments ............ 43, 043 48, 170 880 

Met Savings «5.6. ..502<5 D 73,008 Dr 20,675 1 
P.O. and Trustee Savings = 

anks :-— 

come, a EET PET Ce Pee 650, 969 654,3 9,153 
Repayments ............ 676, 671! 718, 655 11,863 
Net Saviags .......2... 25, 702) Dr64,256,Dr 2,710 
Total Net Savings......... Dr 67, 660 Dr90, 431)Dr 2,665 
nterest on certificates repaid 25, 648) 729 
Interest accrued........... = 038! 1sees 2,417 
Cha in total invested. ... 7304 4 586 — 977 


| 

| 

| 

anes Basan 5,016 
Ways & Means Ad- 

een pe sesens 14,040 





BANK OF ENGLAND 
RETURNS 


APRIL 11, 1951 


ISSUE DEPARTMENT 
£ 


NM 


Notes Issued:- Govt. Debt. . nésin 
In Circulation 1318,342,749 |Other Govt. 
In Bankg. De- Securities ... 1334,763,3% 
partment .. 52,014,074 |Other Secs... . 796, 162 
° Coin {other 
aS 3,510, 4 
ian & ti— 
rae 1350, 900,001 
Gold Cola and 
— {at 
per oz. 
iicheesse 356,325 
1350,356,823 1359, 356,823 
BANKING DEPARTMENT 
os f 
Capital ...... 14,553,000) Govt. Secs.... 362,121,441 
Rs ce nwa 3, 164,681| Other Secs.:- 37,335,475 
Public Deps.:~ 30, 589, 070! Discounts and 
Public Accts.* 25,2 10,355 | Advances... 13,197,1%) 
H.M. Treas. Securities.... 24,909,344 
Special Acct. 5,378,715 | 
Other Deps.:- 383,767,656 | 
Bankers..... 297,545, 161) EE 32,014,074 
Other Accts... 86, 222,495 | Rcd a soe'es. 602,417 
Saors eat 432,074,407 
*Including Exchequer, Savings Banks, Commissioners of 


National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 
(g million) 


Valued at s. per fine o2.. 
Banking Dept. :— 


Deposits :— 
Public Accounts ee 
Treasury Special Account 
Bankers 





* Government debt is £11,015,100, capital me 553,000 
Fiduciary issue reduced from £1, "375 to £1,350 millioa 
Senenry | 10, 1951. 


GOLD AND SILVER 


The Bank of England’s official buying price for gold 
was raised from 172s 3d to 2483 Od per fine ounce | 
September 19, 1949, and the selling price to authorized 
dealers from 1753 Od to 2528 Od per fine ounce 5p 
cash prices during last week were as follows :— 
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COMPANY MEETINGS 
ss 


UNITED DRAPERY 
STORES 


“RSTANTIALLY INCREASED GROUP 
anetn TURNOVER 


The twenty-fourth annual general meeting 
of the United Drapery Stores, Limited, was 
held on April 9th in London, Sir Brian E, S. 
Mountain, Bart. (the chairman), presiding. 

The following 1s an extract from his circu- 

lat tatement:-— 
The consolidated profit and loss account 
shows that the trading profit for the year 
amounted to £1,402,288, which compares 
with £1,073,329 last year. This satisfactory 
result was achieved despite further cuts in 
profit margins and increased expenses. The 
improvement was due to a substantial increase 
in the group turnover and to the fact that 
we have had this year the benefit of a full 
year’s trading (instead of three months only) 
of the businesses of Richard Shops and 
Heelas of Reading. As I foreshadowed last 
year, we have received a dividend from our 
associated company this year which 
amounted to £29,250. 

The group trading profit before taxation 
was {1,255,743 and after providing larger 
cums for taxation and for the interest of 
outside shareholders, the net profit attribut- 
able to your company is reduced to £436,651, 
which is £95,352 higher than last year. 

In these days when we are being threatened 
with further reductions in our permitted 
profit margins and imcreases in taxation, it 
cannot be emphasised too strongly that this 
increased profit represents less than fivepence 
n respect of every twenty shillings of in- 
creased turnover, 


THE DIVIDEND 


For some years past your company as 

opportunity offered has acquired established 
busmesses and by reorganisation and con- 
solidation has been able to effect substantial 
cconomies in running costs, at the same time 
offer better values and services to our 
customers. Your board is of the opinion that 
it is only right and proper that you, the 
shareholders, should also participate in the 
tesults we have achieved, and they therefore 
recommend a final dividend of 174 per cent., 
making 275 per cent. for the year, 
Over half the net profits, namely, £225,389, 
has been ploughed back into the business by 
edding £161,194 to the reserves of the sub- 
si@ianes and £64,195 to the reserves and 
surplus of the holding company bringing the 
total reserves of the group to £1,347,181. 

With the advent of the Korean War, prices 
our principal raw materials, mainly wool, 
cotton and leather, rose sharply, and these 
rises have been continuing ever since. The 
management took every opportunity to place 
substantial orders at prices well below present 
ievels and the presence of this stock cushion 
has considerably benefited our customers who 


have not yet felt the full ; i 
DCreases, ee 


of 
Ui 


PURCHASE TAX BURDEN 


wae from time to time referred to the 
tmade —— of purchase tax on the retail 
- ot in effect on the prices of goods to 
— puolic. Every increase in the cost of 
- materials eventually means a rise in the 
re of manufactured goods. In many cases 
1° aie ae entails additional purchase tax 
ode we original increased cost is further 

e cfore the article reaches the public. 
3 aac year has started well and shows 
pees = in turnover over the correspond- 
conan - year. In view of the unsettled 
— opiate wever, I do not wish to express 
=o = . on the results for the year, except 
lo meet tact Organisation is well equipped 

€t trading difficulties which undoubtedly 


will arise, 
The report was adopted, 


BALLITO HOSIERY MILLS, 
LIMITED 


FURTHER PROGRESS 


The twenty-second annual general meeting 
of Ballito Hosiery Mills, Limited, was held 
on April 6th at St. Albans. 

Sir Cyril F. Entwistle, K.C., M.C., LL.B. 
(the chairman of the company), in the course 
of his speech, said:—I am very glad again 
to be able to report a year of excellent pro- 
gress and expansion and most satisfactory 
financial results. The net profit for the year 
under review, before taxation, amounts to 
£166,054. This compares with £109,248 for 
the previous year, which I am sure you will 
regard as eminently praiseworthy. It is 
almost entirely due to increased production, 
particularly in our higher grade qualities of 
merchandise. 

We recommend 25 per cent. on the 
ordinary shares and 13.62 per cent. on the 
participating preference shares, after making 
provision for £40,000 to general reserve, 
£13,500 to tax equalisation reserve and an 
increase in the carry-forward of £13,374. 


EXPORT AND HOME TRADE 


The popularity of Ballito nylons through- 
out the world continues to grow, and despite 
an increase of 59 per cent. in deliveries to 
the export markets during 1950, as against 
1949, we cannot possibly supply all the de- 
mands for our stockings from foreign coun- 
tries and the Dominions. 

We are unfortunately still only able to give 
our friends in the home trade very limited 
supplies, and while again our deliveries have 
increased to the home market during the 
year, they still fall very very far short of the 
demand for Ballito brand stockings of all 
descriptions. 

Our production of fully-fashioned hose 
shows an increase of 35 per cent. and seamless 
hose an increase of 16.6 per cent. on the 
previous year. Work is about to begin on 
the extension of our new factory at St 
Albans, along with modifications to our 
branch factory at Earl Shilton, to accommo- 
date additional machines. 

Our workers have again fully participated 
in the company’s prosperity as is shown by 
an increase of £41,112 in wages paid to 
operatives during the year, while the increase 
in the number of operatives amounts to only 
73 persons, mainly trainees and young per- 
sons. 

While the total net dividends paid to share- 
holders amounts to £19,003 only, the 
Treasury have benefited from the year’s 
trading to the extent of £221,937 in taxation, 
made up as follows: — 


£ £ 
Purchase tax ......... 107,691 
Income tax and 
profits tax  esti- 
Nt BE oc. c. oe ess 80,177 
EE Sacoxpcancascoss 34,069 221,937 


THE IMMEDIATE FUTURE 


With regard to the immediate future, the 
current year has started well with increases 
in turnover and the board has made every 
provision, both as regards extension of fac- 
tory premises and the purchase of new 
machinery, to meet the world-wide demand 
for Ballito stockings. However, until we 
know the effects on industry of the re- 
armament programme in regard to raw 
materials, it would be futile for me to give 
any indication as to the future production or 
profits. 

What I can say is that, given normal and 
reasonable trading conditions, we are confi- 
dent that, with the ingenuity and co-opera- 
tion of our staff and management, we shall 
show further progress in our company’s 
activities and results. 

The report and dividend proposals were 
unanimously adopted. 


893 


RIO DE JANEIRO FLOUR 
MILLS AND GRANARIES 


IMPROVED RESULTS 


The sixty-fifth ordinary annual general 
meeting of this company was held on April 
5th in London, 

The chairman, Mr G. McT. Sheppard, 
said that the holding company’s larger pro- 
fits for the year enabled the board to pay a 
bonus dividend of 2 per cent. less tax with 
a further interim dividend of 5 per cent. less 
tax paid on January 30th last. With the 
interim dividend of 3 per cent. less tax paid 
last July the total distribution for the year 
was 10 per cent. less tax, and the carry- 
forward of the holding company was in- 
creased by £6,484 to £91,991. 

The results showed that business had been 
better. The quantities of wheat handled by 
the company’s mills had been considerably 
larger and record weekly grists had been 
obtained. 

As regards the textile section of the busi- 
ness the new machinery was now installed 
and good reports had been given of the satis- 
factory working of the cotton mHs. With 
reference to the various subsidiary com- 
panies in Brazil, he had also been given good 
reports of their progress by their managers, 
particularly with regard to the new biscuit 
factory in Sao Paulo. 

As regards the current financial year, the 
chairman said that for the first six months 
the results had been satisfactory, but with 
regard to the next six months, it would be 
very difficult to give an opinion ; however, 
authority had just been given to increase the 
flour prices in Rio de Janeiro to compensate 
for the higher costs of raw materials and the 
managers viewed the future with quiet con- 
fidence. 

The report was adopted. 





PLATERS AND STAMPERS, 
LIMITED 


NEW RECORDS ESTABLISHED 


The annual general meeting of Platers and 
Stampers, Limited, was held on April 9th in 
London, Mr Lloyd W. Sichel (managing 
director) presiding. 

The following is an extract from the circu- 
lated statement of the chairman, Mr Arthur 
Keating : 

In 1950 we again established new records 
for both earnings and sales, resulting in con- 
solidated profits of £335,504 as against 
£306,863 in 1949. We had a net profit after 
taxes of £152,879. This compares favourably 
with the previous year’s net earnings of 
£139,335. Your directors have recommended 
a final dividend of 274 per cent., which 
makes a total of 40 per cent. for the year. 

Most of you are already familiar with our 
products—advergised and sold under our 
popular trade names, i.e. “ Prestige,” “ Ekco- 
matic,” “ Skyline,” “ Ovenex,” etc. We now 
welcome another trade name to our growing 
family—“ Kumfi-Kut” the brand used by 
Champion (Scissors) Limited—and a name 
which is also well established with the public. 
The products for which we are perhaps best 
known—*“ Prestige” hollow-ground cutlery 
and “Prestige” and “ Ekcomatic” pressure 
cookers—have gained further popularity. 
Hollow-ground cutlery production and sales 
for 1950 were more than double the previous 
year as a result of new plant installed, but 
still fell far short of customers’ demands. 

I am particularly pleased to report on our 
1950.export sales which exceeded all previous 
totals. It is especially gratifying to note our 
1950 shipments to “dollar” countries were 


fourfold those of 1949. Canada is now easily 
our largest export market. 
The report was adopted. 
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THE ENGLISH 
ASSOCIATION OF 
AMERICAN BOND AND 
SHARE HOLDERS,LIMITED 
CONTINUED EXPANSION OF BUSINESS 


The sixty-sixth annual general meeting of 
the English Association of American Bond 
and Share Holders, Limited, was held on 
April 12, 1951, at 5, Great Winchester 
Street, London, E.C., Mr J. F. A. Swanston, 
the chairman, presiding. 

The secretary (Mr C. R. Hardy) having 
read the notice convening the meeting and 
the report of the auditors ; 

The chairman said: Gentkemen—unless 
any shareholder signifies to the contrary I 
will asssume it to be the wish of the meeting 
that the annual report be taken as read. 
(Agreed.) 

The comments I ventured to make, when 
I had the opportunity of addressing you a 
year ago, as to the inaccessibility of dollar 
stocks to the would-be British investor, apply 
with equal force at the present time. And 
until the situation permits of some relaxa- 
tion in the present restrictions we cannot 
hope for any amelioration. There are, of 
course, quite a considerable number of 
Britons who held and still hold dollar stocks, 
which were not vested in the British 
Treasury. Many of these stocks have shown 
remarkable increases, in both capital values 
and dividends, to the benefit of their owners 
and to the supply of dollars to the British 
Treasury, which latter factor is sometimes 
overlooked. 

There have beeen many stock issues In 
America during 1950, sometimes carrying 
valuable subscription rights, which prompts 
me once again to mention the special certifi- 
cates we issue against the original dollar 
certificates, which ensure that if the owner 
of such certificates is away or incapacitated 
his interests are looked after by this associa- 
tion. Our secretary will be happy to supply 
an explanatory leaflet. 

We pay a tribute in our report to the work 
of our officers and staff, with which I am 
sure the shareholders would wish to be 
associated. 

Our annual report calls for little comment 
from me, as it speaks for itself. You will 
have observed that our gross revenue from 
ordinary business shows an increase of 
£4,663 and that we continue to build up our 
general reserve. I would merely like to 
emphasise the fact that our revenue figures 
give little idea of the wide volume of our 
business, which is constantly being extended. 
It only remains for me, gentlemen, to proceed 
to the formal business and I now beg to 
move: 

“That the report and statement of 
accounts for the year ended December 31, 
1950, be received and adopted and that a 
final dividend of 10 per cent., namely £1 per 
share, be distributed making, with the 
interim dividend of 8s. per share, already 
distributed, a total of 14 per cent., less income 
tax, on the paid up capital of the company.” 

Mr Leslie W. Farrow, C.B.E., seconded 
the resolution and it was carried unanimously. 

The chairman proposed the re-election of 
Mr Leslie W. Farrow, C.B.E., the director 
retiring by rotation. 

Mr Hubert Smithers, O.B.E., seconded 
the resolution and it was carried unanimously. 

A cordial vote of thanks was passed to the 
chairman which he suitably acknowledged. 

The proceedings then terminated. 


UPSONS LIMITED 


(Doicis Shoe Company) 
CONTINUED EXPANSION 


The thirty-first annual general meeting of 
Upsons Limited was held on April 12th in 
London, Mr T. N. Bird (the chairman), 
presiding. 


The chairman, in the course of his speech, 
said: The accounts under consideration today 
cover the period of 13 months to January 31, 
1951, and include two Januarys, a month not 
usually one of the most profitable. 


I have the pleasure to report another period 
of expanding business. Unit sales of Dolcis 
shoes increased at home and in countries 
overseas. Eleven new branches have been 
opened. Our short experience of the new 
branches is satisfactory in every way and up 
to our expectations. 


EXCLUSIVE DESIGNS 


As you know, we enjoy a very considerable 
trade in ladies’ footwear. Our studio has 
developed the most up-to-date ideas and has 
materially assisted our manufacturers in pro- 
ducing exclusive Dolcis designs. In addition 
we are showing a steady increase from year 
to year in the sales of Dolcis men’s shoes. 
The new Dolcis store at 55-59, Oxford Street, 
London, exclusively for men’s shoes, has been 
remarkably successful. Freetoze shoes for 
children have been continued on well estab- 
lished lines and an increase in turnover has 
been achieved. 


In continuation of the energetic and pro- 
gressive policy of the board and as a further 
effort in the export trade, we are planning to 
convey Dolcis shoes and Dolcis methods to 
Canada. A careful study of conditions in the 
Dominion has been made and steps are being 
taken to open later in the year two Dolcis 
shops in Toronto and another in the capital 
city—Ottawa. This is likely to be the basis 
of further developments there. 


Since our accounts were prepared, the 
Chancellor has opened his Budget. The main 
rovisions which affect us are the increase 
rom 30 per cent. to 50 per cent. in Profits 
Tax on distributed profits and from 9s. to 
9s, 6d. in the £ in the standard rate of income 
tax. I calculate that in a full year the extra 
Profits Tax on the basis of our present dis- 
tribution will cost us net about £22,000. The 
extra 6d. on income tax will take about 
£15,000 in a full year. 


ADVERSE EFFECT OF PURCHASE TAX 


It is not within my province to criticise 
the wisdom or unwisdom of Budgetary policy 
beyond reminding you that Profits Tax, 
whether on distributed or undistributed 
profits, falls wholly on undistributed profits. 
Business requires profit for development and 
progress, and I am glad to notice that the 
Chancellor in his Budget Speech did not dis- 
sent from this view. I regret that he found 
himself unable to take a more courageous 
view about purchase tax, which we believe to 
be wrong in principle and which continues to 
have its adverse effect on our industry by 
discounting the value of craftsmanship and 
quality, while at the same time inflating prices 
in an unjust manner. 


A promising start has been made for 195], 
So much now depends on the influence on 
trade of political circumstances at home and 
abroad that one needs to be cautious rather 
than prophetic. I feel certain, however, that 
it will not be through any lack of effort on 
the part of the management and staff if the 
coming year is not as successful as last. 


The report was adopted. 
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TRADE INDEMNITY 
COMPANY 


INCREASINGLY VALUABLE 
OPERATIONS 


MR C. H. FALLOON ON THE 
BUSINESS EXPANSION 


The thirty-third ordina eneral , 
of the Trade Indemnity Company Lan’ 
was held on April Sth in London. m 

Mr C. H. Falloon, the chairman, who 
presided, said:— 

As you will have seen from the report, M; 
R. M. Hamilton has resigned his position a; 
a member of the board on his retiremen 
from active business. I would like to take 
this opportunity of acknowledging the valy. 
able support rendered by him to the com. 
pany during his 13 years of service and to 
wish him many years of health and happi- 
ness in his retirement. In his place we 
welcome Mr H. T. Silversides, and we are 
also very pleased to have acquired the sup. 
port of Mr A. C. Bull, Mr W. F. Gardner, 
and Mr L. J. Taylor, whose re-election | 
shall ask you in due course to confirm. 

To turn now to the accounts, the 1948 
underwriting account has been closed at the 
end of its third year with a favourable 
balance of £66,488, which has been trans- 
ferred to profit and loss account. 

The 1949 and 1950 underwriting accounts 
remain open and the balances of £86,388 and 
£69,774 respectively are carried forward. I: 
is, of course, quite impossible at this siage 
to forecast the ultimate fate of these 
accounts, but, in the light of past experience, 
the balances carried forward can be regarded 
as satisfactory. An interesting feature is the 
continued progress made in our activities as 
demonstrated by a gross premium income for 
the year 1948 of £203,925, as compared with 
£312,062 for 1949 and £448,733 for 1950. 

Rents, salaries, and other charges have 
risen from £51,540 in 1949 to £68,687 in 
1950. The rise is not unreasonable in view 
of our larger turnover, and, of course, some 
increase is inevitable with a rapidly expand- 
ing business. 

As regards the profit and loss account, you 
will have noticed that we made a profit of 
£21,647 on realisation of investments. In 
view of the uncertainties of today we have 
thought it prudent to transfer £20,009 of this 
to the contingency reserve, bringing that 
reserve up to £70,000. We have also written 
off the whole initial expenditure of £7,255 
on the lease of our new office premises at 
Palmerston House, 51, Bishopsgate. This 
will leave an available balance of £186,234, 
out of which we recommend the payment o! 
a dividend of 10 per cent., less tax, amount- 
ing to £13,750, leaving £172,534 to be car- 
tied forward, 


PROPOSED CAPITAL INCREASE 


Although the point falls to be dealt with 
at an extraordinary general meeting imme- 
diately following this meeting, it may not be 
out of place to mention the pioposal to in- 
crease the company’s capital to £300,000 by 
the creation of 50,000 fully paid {i shares. 
If the proposed resolutions are passed they 
would reduce the carry-forward of {172,534 
to £122,534. 

I think we can claim that the progress of 
the company in 1950 has been satisfactory 
and that our operations are making an !n- 
creasingly valuable contribution to the 
country’s trade. It does, however, bring with 
it many serious problems for us. In the last 
12 months the cost of basic materials use 
in industry has more than doubled. The 
Board of Trade index for 1950, based 0° 
1930 at 100, gave the cost as 320. In 
February, 1951, it was 661.1. At the top o 
the list was wool, which has risen from 388.! 
to 1,005. Obviously these price increase 
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; very serious financial problem 
= ea a manufacturers who in 
years of penal taxation have not been able 
to build up their capital resources at the rate 
required to maintain 0 safety factors. 
So long as prices continue to rise and the 
«piral of inflation remains unbroken the 
danger of a major catastrophe is obscured, 
but the possibility is there nevertheless and 
we are watching the position most carefully. 

Arising out of this difficulty of finance, we 
have been asked from time to time whether 
we would consider issuing marginal guaran- 
tees to enable traders to obtain larger loans 
and advances against goods in transit and in 
stock, and so far we have refused. In our 
opinion the need for these marginal guaran- 
tees only arises where a concern is Over- 
trading, and, although that applies to most 
businesses judged by pre-war standards, we 
maintain it is a problem for the banks rather 
than for us. 

One difficulty facing the merchant or 
manufacturer to-day is that his customers 
require more time to pay for their goods and 
he is called upon to grant credits beyond 
limits which he would have considered justi- 
fied a few years ago. He is extended himself 
and he knows that, if he incurs a bad debt it 
may be of a size to cripple or destroy him. 
Accordingly, he is more than ever inclined 
to turn to us for protection and, what is 
equally important, for guidance. This, as 
much as anything, is the explanation of our 
expanding activities, Whilst we welcome 


the increased interest in credit msurance 
which circumstances have helped to arouse, 
we, too, are somewhat concerned at the size 
of the credits we are called upon to insure, 
and it would be foolish to lose sight of the 
growing strain and reduced safety factors to 
which I have referred earlier on. However, 
as I have said before, we are fully alive to 
the position generally. 

Before I close my remarks I would like to 
pay tribute to the work done by Mr. Patrick 
and his staff. The rapid increase in our busi- 
ness, combined with the problems brought 
by inflation, has made a very difficult year for 
them all. They have, however, responded 
loyally to the call upon them and are to be 
congratulated upon the excellent results they 
have produced. 

The report and accounts were adopted. 


TELEGRAPH 
CONSTRUCTION AND 
MAINTENANCE COMPANY, 
LIMITED 


FURTHER PROGRESS 


The eighty-seventh annual general meeting 
of this company was held on April 10th in 
London, The Rt. Hon. Lord Colgrain, the 
chairman, presiding. 

The following is an extract from his circu- 


lated statement for 1950: 
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The company has had another successful 
year. The year under review has been a very 
active one, while the trading results of our 
subsidiary and associated companies have 
been both satisfactory and encouraging. 

The balance of trading account £307,408 
shows an increase of £12,601 over that of 
last year. The net profit is £160,924. The 
board recommend a final dividend of 5 per 
cent. and propose to augment it by distribut- 
ing the 1 per cent. on issued capital reserved 
last year, in “Revenue reserves and undis- 
tributed profits.” 

The metals division made an excellent con- 
tribution to the trading results and has 
started the new year with a good order book. 
I am quite confident of its ability to assist 
in the rearmament programme, given ade- 
quate supplies of non-ferrous metals. Our 
high frequency and communication cable 
departments have also had a satisfactory year 
and been reorganised to some extent to meet 
changes in the type of business. Exports 
have increased and there is every reason to 
look forward to a good year. 

Our associated company, Submarine Cables 
Limited, is owned equally with Siemens 
Brothers & Company Limited. The amount 
of submarine cable manufactured in our 
works during the year has been a record, 
both in volume and value, since the forma- 
tion of the company in 1935. Its present 
order book is large and its future prospects 
excellent. 


The report was adopted. 





NOTICES 


UNIVERSITY OF BIRMINGHAM 
DEPARTMENT OF HISTORY 


THE UNIVERSITY OF MANCHESTER 


RESEARCH STUDENTSHIPS IN ECONOMIC AND 


SOCIAL STUDIES 


Applications ere invited for the post of Lecturer (Grade III) in 
Modern History. Salary within the range £400-£500 p.a, Other things 
being equal, specialist in 17th Century European History preferred, 

Applications should be sent to the undersigned, from whom further 
particulars may be obtained, not later than =, 7, 1951. 

Cc. G. BURTON, Secretary. 


The University, Birmingham, 3. March, 1951. 


OVERSEAS APPOINTMENT 


Large Group of Companies (Engineering) have a vacancy for en 
Assistant Office Manager in Pakistan. Training will be provided in 
this country amd passage out and back for leave after three years 
will be paid, Applicants should be unmarried and aged under 30. 
They should have reached a good educational standard and have had 
some sound commercial or eee experience. Salary range: 
Pakistani Rs, 1,000/- per month, rising by Rs. 100/- to Rs. 1,300/- per 
month gross, plus certain allowances. The position is pensionable,— 
Apply to Box 618, giving details of age, education, experience, etc, 





N ADVERTISING ORGANISATION, such as our own, owes its 
«i success and reputation to creating, in turn, success and reputa- 
tion for its clients—with economy. If you are not entirely satisfied 
with your own advertising, we believe that our experience, facilities 
and director level co-operation could more efficiently progress your 
purpose. We shall be happy to be of service to you.—Townend- 


Smith Limited, A | 
REGent an dvertising, 40-41, Conduit Street, London, W.1 














A DIRECTOR OF RESEARCH is required to become Head of the 
+i Research Organisation of a leading Group of Plantation Com- 
panies in Malays. This key post calls for a Scientist with a general 
Puning, of which the emphasis is towards Chemistry, Soils, and 
lant | ysiology. It offers exceptional scope for personal direction 
and initiation of research of the first importance to industries which 
on to the economy of the sterling area. It will, accordingly 
be highly remunerated. Suitably qualified candidates are requested 
Sen tae in confidence with full details of career and qualifications to 

x $16, Dorland Advertising, 18-20, Regent Street, S.W.1. 
TRAINEE Personnel Officer (female) required by well-known 
oa canton house. Applicants should be between the ages of 21 
Sei and must be prepared to work anywhere in England. Social 
Avole in wloma, or Personnel Management Course an advantage. 
Apply in writing with full details of qualifications to Box 626. 








P®TROCHEMICALS LIMITED has outstanding vacancy in its 
oa pot Department for senior Sales Executive. The appointment 
ern i ndon Head Office. Candidates should preferably be not 
eae = 40 and have sound technical background in general 
iui or allied industry. Good knowledge of French and/or 
po tea or German essential (in that order of proficiency) as well 
ful ‘cen did first-class experience of export selling. Salary to success- 
appoint idate will be commensurate with the responsible nature of the 
Appl agg Generous non-contributory Staff Assurance Scheme. 
ete to 2 strict confidence, giving full details of age, experience, 
— 0 *xport Manager, Petrochemicals Limited, 170 Piccadilly, W.1. 
a etieessisttieteesnsineepassieartiemnsesrunanesesncnesessliinenenssenstnesea eects cerns 


HARTERED SECRETARY (37) 

with first-class commercial 
priepes e seeks administrative appointment with substantial 
enthusiasm an st which is sought would offer scope for 
top ranking a tiative with the possibility of development into a 


tive within a f : 
to the Prospects attached to “the peat ince Clk aerate & secondary 


B®=-LINE to Austria. Cond 
ucted parties Tyrol, Salzburg, Vienna: 
Grove, wie from £25; no night travel. Dr. Beer, 154, Westbourne 


Applications are invited for the above studentships. The student- 
ships are of the value of up to £300 per atinum, tenable for one year 
in the first instance, but renewable, Candidates must, at the date of 
election, hold the degree of Bathelor or ter of this or any other 
approves University,  Regulatio govérn the award may be 
obtained from the Registrar, the University, Manchester, 13, to whom 
all applications should be sent not later than July 15, 1961, 


THE UNIVERSITY OF LEEDS 


DEPARTMENT OF ECONOMICS AND COMMERCE 

Applications are invited for appointment as Lecturer or Assistant 
Lecturer in Economic History. Salary scale £550—£50—£1,100 for 
Lecturer, £450—£25—£500 for Assistant Lecturer. Candidates, who 
should have had supercon of research In Economic History, will be 
required to undertake and supervise work on the history of the wool 
textile and other industries in the West Riding. Applications should 
reach the Registrar, The University, Leeds, 2 (from whom further 
perticulars may be obtained), not later than May 21, 1951. 


Se YOUNG MAN, University scholar, Hons. B,A., B.Sc., 
with interest in economics and commerce, requires progressive 
a. Good salary important. Not afraid of hard work,—Replies to 


— 
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ALZBURG SEMINAR IN AMERICAN STUDIES — Schloss 
Leopoldskron Austria. Summer sessions: May Iist-30th, June 
5th-July 3rd, July 17th-August 30th. Scholarships offered for courses 
in American literature, philosophy, politics, contemporary social and 
economic theory and practice in America. Extensive knowledge of 
these subjects not essential, but candidates must be able to show that 
the course at Salzburg bears some definite relation to their work. 
Special consideration given to those engaged in teaching, public life 
or creative work, and to research students. For application forms 
and further details write to: Education Secretary, International 
Student Service, 59, Gloucester Place, W.1, 





eceeee having wide secretarial and business experience, at 
present employed in senior executive post in Calcutta, and whose 
present contract shortly apices seeks responsible administrative 
or secretarial post in the U.K. Highest references.—Write Box 
Z.Y.486, Deacon’s Advertising, 36, Leadenhall Street, E.C.3, 


\ 7HAT IS THE AMERICAN POLICY on Soviet expansion, the Far 

East, the hydrogen bomb? A booklet, ‘‘Our Foreign Policy,” 
published at President Truman’s request, covering these and other 
vitally important problems, is now available here.—Write or telephone 
for a FREE copy to: United States Information Service, Dept. 6, 5, 
Grosvenor Square, London, W.1, (GRO 9000—Ext, 729). 


PERSON REQUIRED to fill vacancy in the Statistics Department of 

progressive puny. Essential qualifications are: Aptitude for 
figure work; keen student of economics; ability to work on own 
initiative. Write, stating salary required.—Box 622, 











ENERAL MANAGER, with administrative ability, is saemees 

run a plywood factory, sawmills, drying kilns, wharves 
storage yards in Home Counties, directly responsible to the Group’s 
Managing Director and Assistant Managing Director. He must ha 
experience of factory management and movement of material, an 
—_ ca) gine laeertpage 2 SO wae eiretenee | pronene & 
outstandin a cant.—Write, vin qua $ 
capertanees to A poe Mallinson & tone. Ltd., 130-150, Backs 
Road, London, B. 


FFICERS & LOAN CO., LTD., 5 Chandos Street, 


EXECUTIVES 
W.1, Personal Loans from £50.—Langham 6714, 
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AGGREGATE ASSETS 
at 3ist March, 1950 
£102,585, 433. 
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“> NEW, ZEALAND | ) NEW. ZEALAND | 


in New Zealand 












Represemtea at over 280 poinis 

in New Zealand and a. Melbourne 

Victoria; Sydney, New South Wales 
Suva, Fiji; Apia. Samoa. 


Head Office: WELLINGTON, N.Z. 


London Office : 
, Queen Victoria St., E.C.4 R. D. Moore, General Manager. 


O. M. Samuel. Manager 


ASSURANCE COMPANY LIMITED 
CHIEF OFFICE 
OXFORD STREET MANCHESTER | 
THE REFUGE 
ee ee SAFEGUARD THE FUTURE 


NATIONAL COAL BOARD—EAST MIDLANDS SNAL COAL BOARD—EAST MIDLANDS DIVISION. 
ECONOMIC STATISTICIAN 


Applications are invited for the position of Economic Statistician 
tn the East Midlands Division. 

The successful applicant must have considerable skill in sifting 
atatistical data and in higher statistical analysis. 

Salary will be in accordance with qualifications and experience of 








, the successful applicant. 


Applications, giving full details of age, experience and qualifica- 
tions should be addressed, not later than fourteen days after publica- 
tion of this advertisement, to: The Secretary, National Coal Board, 
East Midlands Division, Sherwood Lodge, Arnold, nr. Nottingham. 

Envelopes to be marked “ §.V.72.” 








RALLI BROTHERS LIMITED 


Ralli Brothers Limited announce that an offer for sale to the 
Indian Public is being made of shares in their Indian Subsidiary, 
Rallis India Limited, as follows: —115,000 Ordinary shares of Rupees 
100 each and 65, _ 6 per cent. Taxable Cumulative Preference shares 
of Rupees 100 each 

The Ordinary shares will be offered at Rupees 115 and the Pre- 
ference shares at par. If the offer is fully taken up it will mean that 
the voting control of Rallis India Limited will pass into the hands 
of the Indian Public. Application lists will open on April 23, 1961 








PRODUCTION Executive. A large light Engineering Works on the 
outskirts of Coventry has a vacancy for a Production Executive 


‘ who can show evidence of outstanding ability in the application of 


modern management and also of having achieved results as a higher 
production executive, The position is intended to be progressive and 
the successful applicant must have had a comprehensive apprentice- 
ship, have high technical qualifications, a history of continuous 
promotion on the production side and preferably be between 35 and 45 
years of age. The ory will not be less than £80 per month with 
participation in profit sharing and pension schemes. Application, 
which will be treated as confidential, must state age, salary required, 
qualifications and chronological statement of experience and appoint- 
ments held.—Box 609. 








_AMERICA— Transportation only £50, £65, £83, £99 return. Sailings 
8.3. Charlton Star chartered by The Open Road, Inc. Rotterdam 
Southampton, Montreal, from May to October. Write Internationa 
Travel and Study Commission, 2, Littlegate, Oxford, for details. 





IRST- CLASS SECRETARY (male) tor Managing Director o of West 

ge vhsieess fashion house. Must be of appearance and 

eapable of os correspondence. Write Box 2961, George 
Cuming feat on vies Street, W.L 


'NFORMATION Bulletins, Journals of Societies or Institutions: 

editing, design arom and finalisation of text for printer, 
Moderate fees. Inquiries from Embassies, literary, social and 
industrial bodies,—Box 611, 














DVERTISING is the artillery of a well-co-ordinated sales force, 
. aeteae ZOn ace are pleneing, a sg mae sutras ae shot or a full- 
scale ver n 
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BANK OF SCOTLAND 


Constituted by Act of Parliament 1695 












AUTHORISED CAPITAL dive soe wwe wae 4,500,000 
CAPITAL FULLY PAID son a ese oes €2,400,000 
RESERVE FUND & BALANCE carried forward oe. £3,191,979 
DEPOSITS & CREDIT BALANCES 

as at 28th February, 1951... ene ++. £98,134, 108 


Head Office: THE MOUND, EDINBURGH 


Over 200 Branches and Sub-Branches throughout Scotland 


London Offices : 
CITY OFFICE, 30, BISHOPSGATE, E.C. 
PICCADILLY CIRCUS BRANCH, 16/18 PICCADILLY, W. 


OXFORD UNIVERSITY—NUFFIELD COLLEGE 


Applications for Studentships are invited from graduates (men ani 
women) who wish to work in the fleld of Social Studies. Applications 
should reach the College by May 14, 1951. The necessary forms can 
be obtained from the Warden 

Studentships in the first instance will be for one year, Starting in 
October, 1951, but may be renewed for a second year. A grant may 
be made, the amount of which will be decided after consideration of 
the student’s needs. Students will normally be expected to work for 
a higher degree, 


a antares nee en 


OXFORD UNIVE RSITY INSTITUTE OF STATISTICS _ 


Applications are invited for two posts: (1) Research Officer on the 
salary scale £550-£900; (2) Assistant Research Officer on the salar; 
scale £350-£500. Applicants should have qualifications in Economics 
and Statistics, and will be required to work on problems of applied 
economics within the Institute’s research programme, Appli¢ations 
should be received by May 26, 1951. Forms may be obtained from 
the Secretary, ot, Banbury Road, Oxford. 


UNIVERSITY OF LONDON 


A course of three lectures on “* Anglo-American Financia! Relations 
during and since the War "’ will be given by Mr Paul Bareau (Deputy 
City itor of the *‘ News Chromicle’’) at 5 p.m. on April 20th, 24th 
and 27th, at the London School of Economics and Politica! Science, 
Houghton Street, Aldwych, W.C.2, 

Admission free, vor ticket. 

MES HENDERSON, Academic Registrar. 





NEW ENGLAND UNIVERSITY COLLEGE 


(University of Sydney) 
NEW SOUTH WALES, AUSTRALIA 

Applications are invited for the ition of Lecturer in Economics. 

Commencing salary will be within the range—f£A650 to £A1,00 
per annum according. to qualification, with annual increments of 
£A50. There is also a cost of living adjustment, at present £A70 for 
males, £A55 for females. Salary is subject to deductions under the 
State Superannuation Act. 

Further particulars and information as to the method of applica- 
tion may be obtained from the Secretary, ation of Draven 
of the British Commonwealth, 5, Gordon Square, London, W.C 

The closing date for the receipt of applications is April 30, “Tost, 
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‘CCOUNTANT ; age 37, with five years’ experience of Inv estment 
Research work with old-established Stockbrokers, and practical 
knowledge of Trust oe administration (gained with Scottish 


Group), seeks responsib ition im Investment Managsmeni. 
First-class references.—Box éi. 





CCOUNTANT-STATISTICIAN, F.LA.C., wide practical experience, 


administration, budgetary control, standard costs, and statistics, 
requires Position of greater scope and responsibility. —Box 600. 











OOK Lists: Please ask for our lists of secondhan 4 and new 


books, specif ur subjects.—W. Heffer & Sons, Ltd., Petty 
Cury, Cambridge. -” * “i 


GECURITIES Dealer required by Merchant Bankers. Must be 
experienced or willing to be trained in arbitrage business. Write 
stating age, experience and salary required to 605. 


W 7 a FORGET. Uae pe gute wemerial 
eeting under auspices o or ewish Congress 
Section. Principal speakers: The Rt. Hon. Lord H _— PC. 


a 8. Levenberg, Re resentative 0 of ¢ the Jewish Agent for "Palestine 
L. Easterman, LL. 


y Silverman 
ote April 18th, ‘ait nt.80'p ‘m, Adoiph. Tuck Hall, Wobure 
House, W.C i Aamissi ion Fr _ oiph a 


The Economists’ Bookshop Ltd.—— 


caters for specialists and students in 
Economics and the Political and Social Sciences 
11-12 Clement’s Inn Passage, Aldwych, W.C.2 


saa Wes TNE WOTOEY APPEAR O8 PAOE Ow 


APER, LTD. 






















